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INTERNATIONAL AFFAIRS 


BULGARIAN, SOVIET ROUNDTABLE DISCUSSION ON ECONOMIC MECHANISM 
Sofia IKONOMICHESKI ZHIVOT in Bulgarian 14 Nov 84 p 3 


[Article by Candidate of Economic Sciences Ivan Todorov: "The Economic Mechan- 
ism and Scientific-Technical Progress"™] 


[Text] Recently a second roundtable was held in Varna 
for Bulgarian and Soviet scientists and specialists on 
the subject “The Economic Mechanism and Scientific-Technical 
Progress" as oranized by the Institute for Social Adminis- 
tration (ISU) Under the BCP Central Committee and the All- 
Union Scientific Research Institute for Systems Research 
(VNIISI) Under the State Committee for Science and Tech- 
nology and the USSR Academy of Sciences. Participating 
in it were the Secretary of the BCP Central Committee Emil 
Khristov and the Secretary of the Central Committee of 
the Lithuanian Communist Party Algirdas Brazauskas. 


Sessions lasting several days around the roundtable, the papers given, and the 
debates which arose were a particularly informative and useful form of a broad 
and profound exchange of experience and information, for an additional theoreti- 
cal and practical examination of the questions involved in the further improve- 
ment and development of the economic mechanism and for disclosing new trends in 
the management of scientific and technical progress at the present and next 
stage of development in the national economies of our countries. 


The object of the papers and debates was primarily the questions: 


1) The economic mechanism and the intensification of social production on the 
basis of scientific-technical progress and certain methodological and procedural 
problems of systems analysis of results from the use of economic management 


methods; 


2) The broadening of the economic independence of the economic organizations 
and enterprises and their initiative as a condition for the accelerated intro- 
duction of scientific and technical achievements; 


3) The encouraging of the rapid introduction of scientific and technical prog- 
ress as well as improved quality and efficiency of production. 

















These and certain other problems were discussed in light of the most recent 
trends in the development of the economic mechanism, and the content and result 
of the economic experiments carried out in the two countries. 


Technical Progress--The Main Area 


The accelerating of scientific and technical progress at the present stage and 
in the near future in the countries of our socialist commonwealth is viewed as 
the most acute and pertinent problem in the development of the economy. The 
dialectics of economic and social development is objectively tied to the rise 
and resolution of contradictions, among which the problem of accelerating scien- 
tific and technical progress is no exception. As was pointed out in the report 
of Professor, Doctor of Economic Sciences Vladimir Rapoport, the scientific- 
technical revolution "is 4 process of fundamental changes in the productive 
forces caused by the unprecedented accomplishments of science and technology 
which inevitably give rise to the struggle of the new against the old, the rise 
and purposeful elimination of major and minor discrepancies between the estab- 
lished methods, forms, relationships and new demands on them.” 


The determining role of scientific and technical progress in intensifying the 
economy and carrying out expanded reproduction on this basis consists primarily 
in the fact that it is the crucial means for achieving the high, end national 
economic results, that is, increasing the volume and quality of the products 
with a reduction in production costs. 


Under present-day conditions, the acuteness of the discussed problems and the 
importance of their resolution are determined, in the first place, by the deple- 
tion of the sources for extensive development, the increased cost of raw materi- 
als, fuel, energy and manpower and due to which scientific and technical prog- 
ress has been turned into the most important and universal factor for economic 
growth. Secondly, the influence of scientific and technical progress has in- 
creased inordinately on the effectiveness and results of production and thie 
means that modern scientific and technical achievements over a short period in- 
corporate fundamental changes in the productive forces, they satisfy qualita- 
tively new social needs and increase the profitability and competitiveness of 
the product. The acceleration of scientific and technical progress, in the 
third place, depends not only upon objective but also subjective factors, for 
example, an insufficient understanding and utilization of economic laws. Ob- 
viously, the prompt elimination of all these factors entails a significant re- 
serve for the intensification of production. 


To one degree or another, the problems of introducing scientific and technical 
progress as well as its planning and management were the object of the papers 
and statements of the participants of our nation, too, and they set a good tone 
to the debate itself. 


The report of the chief of the Group for Technical Progress Under the BCP Cen- 
tral Committee, Candidate of Technical Sciences Atanas Popov, emphasized the 
introduction of technical and scientific achievements as o.e of the most impor- 
tant conditions for resolving the main social problems, for easing working con- 
ditions and increasing the meaningfulness of labor, for decisively reducing 
manual, unskilled and heavy labor as well as minimizing the negative impact on 




















the environment. He emphasized that in accord with the decisions of the 
National Party Conference “at present and in the future the struggle for high 
quality is primarily a struggle to introduce scientific and technical progress.” 
For fostering debate, of essential importance were the statements by Professor, 
Doctor of Economic Sciences Ivan Nikolov and Senior Science Associate Ognyan 
Panov on the problems involved in the mechanism of managing technical progress, 
its planning, encouragement, the training of personnel, the role of control 
figures in drawing up the state plan and counterplan as well as the tasks of 
the labor collectives. 


On the basis of the centralized economic leadership in our socialist common- 
wealth there is an opportunity, as was pointed out in the papers and the debate, 
for a sound and realistic scientific-technical policy and which is already be- 
ing worked out. In the near future, the designated strategy in this area can 
be effectively implemented. “In considering as particularly urgent the all- 
round acceleration of scientific and technical progress,” stated the declara- 
tion adopted at the economic conference of CEMA member nations in Moscow in 
June 1984, “the participants of the meeting have agreed on the joint elabora- 
tion, on a basis of the nativunal programs, of a comprehensive program for 
scientific-technical progress over the next 15-20 years, as grounds for working 
out a coordinated and, in some areas, a unified scientific-technical policy in 
the aim of resolving the most important questions in the area of science and 
technology by joint efforts within the shortest time and introducing the 
achieved results into production in the interested countries on a mutually ad- 
vantageous basis.” This trend was re-emphasized and confirmed in the communi- 
que of the 39th CEMA Session held recently in Havana. As was emphasized in his 
paper by Professor, Doctor of Economic Sciences Vladimir Rudashevskiy, in the 
integrated acceleration of scientific and technical progress and on a basis of 
the direct tier, “gradually there will be an internationalization of the eco- 
nomic and scientitic-technical potential of the sociclist commonwealth, creat- 
ing conditions for ensuring expanded reproduction within national limits.” 


The Role of the Economic Mechanism 


It is understandable that all the speakers were unanimous on this question, 
that is, the most important condition for the maximum utilization of the oppor- 
tunities of science and technology is the effectiveness of the entire economic 
mechanism for increasing efficiency and for achieving high end results. Empha- 
sis was placed on the determining role of an integrated improvement in the eco- 
nomic mechanism for developing effective scientific and technical progress. 
This role has been widely recognized in all countries of our commonwealth and 
the introduction of this into practice has gained particular importance. As an 
example in this area, the economic experiment in the USSR was pointed to as 
well as the new economic approach in Bulgaria. 





Against the background of the joint efforts presently being made by our coun- 
tries to resolve the problems in the area of technical progress, particular 
importance has been assumed by the developments, which provide for the implemen- 
tation of the scientific-technical policy approved by our parties and countries. 
This can be achieved only on the basis of a comprehensive approach which re- 
quires the choice of systems of interrelated goals with an aggregate of essen- 
tial measures being worked out for their implementation. A broad basis for the 














debating of these problems was established by the papers and statements of the 
Corresponding Member of the USSR Academy of Sciences Pavel Bunich, Prof Rapo- 
port, Prof Starodubrovskiy, Candidate of Technical Sciences Atanas Popov, Pro- 
fessor, Doctor of Economic Sciences Zhak Aroyo as well as the Docents and Can- 
didates of Economic Sciences Doncho Kolev and Petur Velkov and others. 


Attention was focused on the necessity of: 


1) Providing a high level of balancing in the national economy making it pos- 
sible to most fully satisfy demand and substantially limit scarce products; 


2) Achieve a rational distribution of resources between executors in all 
stages of the “research--development--production--operation” cycle; 


3) Develop an active interest and conformity of interests among the scientific 
and production organizations for the accelerated modernization of products and 
production methods; 


4) Creating an effective mechanism and the requisite apparatus for the rapid 
introduction of scientific and technical achievements and sharply shortening 
the “scientific-research--production™ cycle. 


In the debate a substantial place was given to improving the mechanism for 
managing scientific and technical progress. Here, in first place, the accent 
was placed on the need to turn the plan for scientific and technical progress 
into the initial point, into the principal and component part of socioeconomic 
development, for more fully linking the plan for introducing the most recent 
achievements of science and technology into production with the national eco- 
nomic plan which determines the rates and proportions of reproduction as well 
as with the plans for the intersectorial complexes and individual sectors. 


Secondly, it was emphasized, the broad use of specific-program methods must be- 
come a distinguishing feature of planning in our countries, it must be turned 
into the predominant form of managing scientific and technical progress for the 
central and sectorial bodies in drawing up the five-year and annual plans as 
well as in setting the basic areas of scientific research and development. 


As was emphasized in the debate, an analysis of the gained experience shows 

that the solution to the problems of technical progress merely on the basis of 
directive planning and administrative control does not produce satisfactory 
results. The very essence of scientific and technical progress presupposes 

the constant search for and use of qualitatively new, hitherto unknown solu- 
tions, and requires a high incentive of all, the encouraging of risk taking and 
creative initiative in achieving the end results. For precisely this reason the 
main role in accelerating scientific and technical progress presently rests on 
the economic levers which will make it possible to most fully orient the entire 
economic mechanism at this goal. 


The Problems of Incentives 


In the papers and debates the problems of incentives held a significant place. 
And this was right since the accelerated introduction of the most recent 








scientific and technical achievements depends upon the fullest combining of 
social, collective and personal interests by various forms of incentives and 
particularly upor the increased effectiveness of direct material incentives 
for the leaders and specialists in all stages of an article's life cycle, as 
well as for the results achieved in creating and introducing new equipment and 
production methods. 


Certain assessments, opinions and recommendations relating to the current in- 
centive systems in the USSR, in Bulgaria and certain other countries caused 
the indisputable interest in this question. Both the papers and the debates 
pointed out that most of these systems are based on the restricting of the 
amount of material incentive for the ~reative workers and leaders of the organ- 
izations and enterprises, regardless of what the real national economic effect 
of the measures worked out and introduced by them. This approach was criti- 
cized by virtually all the participants in the debate because it leads to a re- 
stricting of initiative and creativity, the avoiding of risk, and a desire to 
refrain from working out and introducing highly efficient scientific and tech- 
nical ideas. Any bold encouragement and increase in the absolute amount of it 
for the achieved high scientific and technical results will help to encourage 
intense research and development by scientists and engineers for original, fun- 
damentally new ideas which provide a maximum economic effect and acceleration 
in the rate of introducing scientific and technical progress. 


As was pointed out by Ognyan Panov, in many instances we still consider as a 
manifestation of gross materialism and a desire for self-enrichment when an 
innovator or inventor wants to be paid remuneration oved him according to the 
appropriate standards which are at times low in comparison with many other 
types of creative work. This limits the introduction of the achievements of 
scientific-technical progress. In such an instance we cannot rely more on 
direct enthusiasm but must most fully utilize the demands of the law governing 
the reconciliation of the modern scientific and technical revolution with the 
advantages of socialism. 


It is time to recognize on all levels that there can be no revolutionary think- 
ing or revolutionary action in the area of scientific and technical progress, 

if the leaders of scientific and technical progress are not pet in first place 
among all other strata of society. This must be the criterion for the contribu- 
tion of each person. Otherwise, the good principles, mechanisms and intentions 
can flounder on submerged rocks and block our further progress. 


The main thing which is presently demanded from everyone in implementing the 
scientific and technical policy is, on the basis of a selective approach, to 
create effective incentives for seeking out, developing, adapting and rapidly 
introducing into production the most modern and advanced achievements of science 
and technology. Financial, investment, amortization and price policy, the shap- 
ing, the effective and specific utilization of the necessary incentive funds 
for encouraging technical progress must be subordinate to this primary task. 


The roundtable meeting and the exceptionally useful debating of the problems of 
the economic mechanism and scientific-technical progrese were undoubtedly a use- 
ful thing. The exchanged information and the analysis made of the results of 
the economic experiments in the two countries made it possible to evolve a 














coordinated opinion on the urgent procedural and practical croblems in improv- 
ing the economic sechanisa. 


There was the general conviction that a further improvement in national eco- 
nomic management must, in accord with party anc state strategy, more fully util- 
ize and employ the new approach and economic mechanism for accelerated intro- 
duction of scientific and technical achievements into production. The speed 
and level of implementing our party's scientific and technical strategy in 
practice is the main and basic thing for the further stable and dynamic develop- 
ment of the national economies cf the two countries. 
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INTERNATIONAL AFFAIRS 


MOSCOW CEMA MEETING ON TECHNOLOGICAL COOPERATION CONCLUDED 
Prague RUDE PRAVO in Czech 8 Dec 84 pp 1, 7 


[Text] The signing on Friday of an agreement concluded the 3ist meeting of 
the CEMA Comnittee on Technological Cooperation. Representatives of CEMA 
member countries and Yugoslavia participated. The Czechoslovak delegation 
was headed by Deputy Prime Minister and Chairman of the State Commission 
for Technological and Capital Investment Development Jaromir Obzina. 

Also present was CEMA Deputy Secretary Ladislav Supka. 


At the conclusion of the 2-day meeting, which was chaired by the USSR 
representative to the committee, Deputy Chairman of the USSR Council of 
Miaisters and Chairman of the USSR State Commission for Science and Technology 
Yuriy Marchuk, the following communique was issued which, among other 

things, states: 


“During whe meeting primary attention was given to the further development 
and consolidation of technological cooperation, following the conclusions 

of the economic council of CEMA member countries at the highest level, the 
conclusions of the 38th and 39th meetings of CEMA and applicable resolutions 
of the CEMA executive committee. It dealt with questions relative to the 
development of a comprehensive program for technological progress of CEMA 
member countries in the next 15 to 20 years end established specific measures 
to chart the future course of planning this program. 


"The committee evaluated the implementation of the general agreements by 
CEMA member countries concerning the manufacture of industrial robots and 
the development and extensive use of microprocessor technology in their 
national economies. The committee also drew up specif‘c measures for 
realizing programs of technological cooperation in these areas. 


"The results of cooperation in solving problems of welding techniques, among 
others in the manufacture and use of industrial robots and modern operat ing 
procedures in the welding and hot working of metals, were discussed and 
approved at the meeting. The participants in the meeting also discussed 

the implementation of the long-range program of cooperation among CEMA 
member countries in the area of the manufacture of scientific instruments 
and the automation of research during the years 1981-1985 and beyond. 

















"The committee discussed and approved proposals for the further development 
and improvement of cvoperation among CEMA member countries in the area of 
technological information, particularly to ensure the availability of 
information in support of the comprehensive program of technological progress 
of CEMA member countries as well as other programs of technological 
cooperation. Appropriate resolutions were passed covering all the questiors 
under consideration." 


The head of the Czechoslovak delegation, Jaromir Obzina, granted the CTK 
reporter an interview concerning the results of the meeting. He said, 
among other things: 


"Special attention was given during the course of the proceedings to the 
development of a comprehensive program of technological progress of CEMA 
member countries. It needs to be emphasized that for Czechoslovakia 
this represents the main strategic approach to the fulfillment of our 
most immediate task--the building of a mature, fully develonved socialist 
society. 


"The technological cooperation within the CEMA framework which began in the 
1940's made a significant contribution co the development of the 
Czechoslovak national economy. It progressed from consultations and 
exchange of materials, to mutual visits of research institutes and work 

on joint programs, to the current arrangements, which guarantee positive 
results, i.e., the creation of joint research collectives, joint design, 
development and technological laboratories, and finally to its highest 
form--the creation of international technological and scientific production 
associations. 


"On the average, Czechoslovakia shares annually in the work on 2000 

research and development projects within the CEMA framework, and each year 
sends about 10,000 specialists for short-term assignments to CEMA member 
countries to participate in the work on these projects. A corresponding 
number of specialists from the other member countries come to Czechoslovakia. 
Each year Czechoslovak organizations turn over to member countries of the 
council more than 3500 sets of technological documentations, and approximately 
4000 sets are received by Czechoslovakia from those countries," said 

J. Obzina. 


J. Obzina met Friday with Y. Marchuk. 


During their meeting they discussed the preparation of a Czechoslovak-Soviet 
agreement on cooperation in the development and manufacture of production 

line systems aud industrial robots and the creation of the Robot technological 
associatic , and considered other pertinent questions of technological 
cooperation between Czechoslovakia and the USSR. 
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BULGARIA 


RADOMIR HEAVY MACHINE BUILDING PLANT FACES SERIOUS PROBLEMS 
Complaints of Construction Director 
Sofia RABOTNICHESKO DELO in Bulgarian 22 Nov 84 pp l, 2 


[Letter by Engr Georgi Georgiev, general director of the General Directorate 
for the Construction of the Radomir Heavy Machine Building Plant,to the plant's 
temporary correspondents’ post: "A Center of Concern and Effort"|] 


[Text] "Comrades, for the construction of the Heavy Machine Building Plant, 
1984 is a crucial year. Just a few days remain until its end and at the same 
time fixed capital worth millions of leva must be completed. 


"The pace of the construction-installation work, however, causes just concern. 
The most serious is the lag in the rolling shaft shop where the basic types of 
work are not yet complete in spite of the fact that their conclusion had been 
set for the end of September. This has created serious difficulties in start- 
ing installation of the machinery and equipment and has made it impossible to 
keep the installation supervisors provided by the investor. If a change does 
not occur in the next few days, there is the danger of missing the annual quota. 


"No better is the state of the updraft furnaces in the heat-treating shop of 
the forging-stamping installation where, regardless of the great lag, a concen- 
trated labor force has still not been established. They are also behind in 
constructicn-installation work at the pumping-cooling station No 1 and the 
starting up of the basic capacity at the plant depends upon it. 


"Nor have we completely resolved the questions of providing the completed capac- 
ity with the necessary production equipment and structural elements. 


"The Sofia Khr. Smirnenski Plant has made a major contribution to the building 
of the plant. Up to now it has produced over 250 overhead cranes. But up to 
the present it has fallen behind in the delivery of four 100/20 cranes and one 
80/20/8-ton crane for the heat-treating and machine shops. 


"The final completion of the middle-sized castings line involves the delivery 
of one double belt conveyor by the Mikhaylovgrad Mir Plant which should have 
been produced in the first quarter but after an arbitration ruling a new date 
was set for the fourth quarter and even this is dubious. 
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"The iron-casting combine at Ikhtiman has not produced an extremely essential 
piece of equipment (the iron molds) for casting of ingot steel and because of 
this conditions have not been established for produc‘ion trials in the forging- 
stamping installacion. 


“The Sofia Metal Elements NPO [Scientific-Production Trust] has not delivered 
the structural elements and assemblies for the small castings shop and for the 
shop repair facilities at the forging-stamping complex. 


“The Pernik Metal Elements Plant has been late in producing two heating fur- 
naces which are extremely essential for normal production in the shop. The 
date had been set for back at the end of March. 


"A significant portion of the nonstandard equipment is being manufactured in 
the plants of the Radomir Economic Heavy Machine Building Combine. The collec- 
tives of its divisions such as the Struma Machine Building Plant in Pernik, 

the Plant for Heat Engineering Equipment and the Radomir Heavy Machine Building 
Plant itself have made a great effort. But still the Heavy Machine Building 
Plant has net been fully provided with certain exceptionally important instal- 
lations such as the 60/20-ton and 120/50-ton overhead cranes, the support de- 
vice for the 1,600-ton press, heating furnaces for the heat-cleaning shop as 
well as production equipment for the steel casting and forging-stamping produc- 
tior. 


"A crucial area which presently requires an effort by the leadership of the con- 
struction project is the providing of the necessary labor force as well as a 
pace and organization of the work which will guarantee the rapid incorporation 
into construction of each arriving element, material, machine or equipment.” 


Supply Plants Reply to Criticism 
Sofia RABOTNICHESKO DELO in Bulgarian 22 Nov 84 p 2 
[Follow-up report: "There Is a Delay But Are There No Guilty Parties?"| 


[Text] With the aid of our reporters and correspondents 
in Pernik, Sofia Okrug and Mikhaylovgrad, we have spoken 
with the leaders of the plants who have not fulfilled their 
obligations to the Heavy Machine Building Plant in Radomir. 
Here are their replies: 


The Sofia Metal Elements NPO 


During the fourth quarter, according to the approved schedule for elements and 
assemblies, we are to produce 37 tons of “beams” and 104 tons of crane beams 
which will be turned out. 
Nikola I[konomov, 
Deputy General Director 
of the Metal Elements NPO 
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The Xhristo Smirnenski Crane-Building Plant 


In October we produced two of the 100/20-ton cranes and at present they are 
being shipped out. The remaining two cranes will be produced this month. 
During the second quarter of this year, we produced and delivered three 80/20/8- 
ton cranes. The fourth will be produced in series with the other three during 
the first quarter of 1985. 
Engr Itso Khristov, 
Plant Director 


Pernik Metal Elements Plant 


The structural elements for the 82645 furnace were extended in a schedule 
additionally approved by the General Directorate for the Construction of the 
Plant to 30 October. Some of the elements for the furnace have been completed 
but are still at the plant. 


Furnace 82644 was halted in production by the General Directorate, in giving 
preference tc other furnaces. A new schedule has been drawn up with a date be- 
fore the end of November. This will be observed under the condition that the 
directorate provides the missing metals. 
Engr Ivan Kurmov, 
Plant Director 


Radomir Economic Heavy Machine Building Combine 


The cranes are of a complex design which we have never produced before. The 
60/20-ton crane for the first hall of the steel-casting shop has already been 
delivered and the 120/50-ton one is nearly completed and will be delivered on 
23 November 1984. 


The supporting unit for the 1,000-600-ton press is being manufactured under 
foreign specifications and is almost completely finished. 


The delay in manufacturing a portion of the production equipment derives 
chiefly from the fact that we lack production and in many instances capacity 
capability at the newly completed plant capacity. With the completion of a 
portion of the capacity at the steei-casting complex and the forging-stamping 
shop, certain of the production difficulties will be resolved and the equip- 
ment will be manufactured on schedule, according to the requirements of pro- 
duction. 
Engr Kostadin Siromakhov, 
Deputy General Director 
of the Radomir Economic Heavy Machine Building Combine 


Mikhaylovgrad Mir Plant 


In 1983, according to the contract, along with other nonstandard equipment, the 
Mir Plant has manufactured 26 double conveyors according to plans supplied by 
the General Directorate for the Construction of the Radomir Heavy Machine Build- 
ing Plant. These have nothing in common with the specialty of our plant. 
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However, it turns out that in ordering the investor forgot to order one con- 
veyor. Instead of punishing the guilty party and taking rapid measures to 
produce the missing conveyor at its own plants, the investor initiated an 
arbitration case and by the ruling of 4 September 1984 of arbitration obliged 
us to produce the conveyor in question during October of the same year, in 
submitting the specifications for its manufacturing by the same date. At this 
moment we still have not received the materials for producing the conveyor and 
in addition to this up to the end of the year we dc not have any production 
capacity. 

Engr Isak Milshteyn, 

Plant Director 


Ikhtiman Iron Casting Combine 


The question of castings for the needs of the Radomir Heavy Machine Building 
Combine is extremely complex. And it is becoming even more so. The main dif- 
ficulty stems from the fact that the combine leadership should have prepared 
for these needs some 2 or 3 years ago. The production of molding and casing 
equipment for these castings is their obligation. We will help them as much 
as we can. 


At present, we are producing 30 types of articles. We have delivered some of 
them to the Heavy Machine Building Combine early. For the others we are pres- 
ently developing the equipment. But we have turned down the order of this 
combine for super-heavy iron molds as we do not have the necessary equipment 
for their production. 


An additional difficulty in this production is the lack of equipment for 
machining the models for these castings. Such a machine exists at the Radomir 


Heavy Machine Building Combine but it has not yet been installed. 
Ivan Kalchev, 


Chief Director of Combine 


Editors Assess Arguments 
Sofia RABOTNICHESKO DELO in Bulgarian 22 Nov 84 p 2 
{Editorial comment: "Not On Time But Ahead of Time") 


[Text] The building of a plant for plants and its equipping and completion are 
a complex, difficult process. It is quite true that the nature of this excep- 
tional plant presupposes that it can and must respond more flexibly to its own 
needs and itself produce the so-essential conveyor. We are convinced that not 
much time will pass and any task will be within its capability. But at present 
the results do not meet the possibilities of the established physical plant and 
that of the collective. The task has been set in the near future of having the 
plant equip itself but from now on it has not met its obligations.... 


The main difficulty stems from the fact that the construction of the machine- 


assembly complex has fallen behind. In order to "disarm" this disproportion 
between the completed and nearly completed production cycles it is essential 
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for the efforts of the construction workers to be focused more effectively 
where machine building production is being “born” and uot give preference to 
the higher-volume construction and installation jobs. 


The General Directorate for the Construction of the Plant is legitimately con- 
cerned for the delayed deliveries and hence for a disrupting of the rhythm 
along the entire chain. But is not this exactingness somewhat late? And have 
the control and tenacity of the investor been constant? For example, although 
they have been late for one of the furnaces produced at the Pernik Metal 
Elements Plant, yet...as the director has asserted, the investor has not sought 
it and has not provided the necessary metals for the other. 


There are also terrible misses in the schedules for the production of the 
elements and equipment and those for its installation. How else can we explain 
the fact that the dates of the orders coincide with the dates of their comple- 
tion? Isn't this a question for the ordering plant and the suppliers who are 
largely subdivisions of the same Ministry of Machine Building? 


But we feel that the reasons for the delayed equipping can be found elsewhere 
than in the uncoordinated schedules and in the design and production difficul- 
ties. The Radomir Heavy Machine Building Plant will be the pacesetter and the 
leader of our heavy machine building. And for this to happen a month or a day 
earlier, there must be a change in the way of thinking of the personnel in- 
volved in the project. All the suppliers of the plant's machinery and equip- 
ment must also think in this new way. It must no longer be a question of 
“patching up" the dates or fulfilling them on time. The nature of this plant 
demands that the work be completed ahead of time. And what is done must also 
mean high quality. 


Job Openings at Radomir Plant 
Sofia VECHERNI NOVINI 13 Nov 84 Special Supplement 


[Hiring Advertisement | 


[Text] The Radomir Economic Combine for Heavy Machine Building is hiring highly 
skilled workers in the following professions: 


Lathe operator 

Turret lathe operator 
Milling planer operator 
Boring machine operator 
Blacksmith 

Heating-shop worker 
Steel caster 

Molder 

Modeler 

Carpenter 


Young persons with lower skills who have completed technical schools and 
secondary vocational-technical schools will be hired and trained for the des- 


ignated jobs. 
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Those hired to work at the combine will receive the following: 


A single bonus of up to 2,000 leva 

An additional monthly remuneration of 40 leva 

A free parcel for individual housing construction in the conurbation 
systems of Pernik and Radomir 

A loan for housing construction in the designated settlement systems 
up to 12,060 leva without a preliminary deposit at the State Savings 
Bank 


Upon hiring »lant-owned apartments will be provided for families and dormi- 
tories for the remainder. 


Workers hired at the combine can be released from the enterprises where they 
are presently employed under Article 29, letter "A" or "L" of the Labor Code 
and on the grounds of Ordinance No 21 of the Bureau of the Council of Ministers 
of 1977. 


Young specialists who conclude a contract to work at the combine for at least 

years can be released from the enterprises to wh th they have been assigned 
on the basis of Decision No 118 of the Bureau of the Council of Ministers of 
1983. 


Information: each day from 0730 to 1630 hours at the Personnel Recruitment 
Department at the Combine. 


Telephones: Pernik number: 2-29-11, extensions 323 and 435; Radomir number: 
34-69. 


10272 
CSO: 2200/52 
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CZECHOSLOVAKIA 


MAJOR OVERHAULING OF L-410 AIRCRAFT DISCUSSED 
Prague LETECTVI A KOSMONAUTIKA in Czech No 23, 1984 pp 16-17 


{Article by Eng Jan Zurek: “Major Overhaul of L-410 Aircraft at 
Czechoslovak Airlines"] 


[Excerpts] To an uninitiated individual the term Czechoslovak Airlines 
[CSA] conjures up visions of a smiling stewardess, a pilot, navigator 
or flight mechanic. That, however, is but a fraction of the professions 
and, in numbers, but a fraction of all those who through ceaseless 
efforts provide all that is necessary for flight operations. 


The basic mission of the CSA enterprise is to provide domestic and foreign 
air transportation services connected with air transport operations and 
other activities given by its statute. This includes primarily scheduled 
and unscheduled domestic and international air transportation of passengers, 
luggage, goods and mail. The CSA enterprise provides for sales and 
procurement of air transportation abroad, provides for international air 
transportation through other air transport operators and performs activities 
attendant to air transport, and offers services for users of public 
transportation airports for passengers, transporters and other operators, 
performs maintenance and repair of aircraft and aviation equipment and 
other relevant systems for its own needs as well as for the needs of 

other organizations, performs and provides supplementary ground trans- 
portation of passengers, luggage, goods and mail, provides for administra- 
tion, maintenance and operation of public transportation airports, technical 
training for crews and ground personnel, provides and is at the same time 
responsible for additional special activities, such as airport protection, 
maintenance of installations, etc. 


The considerable experience of CSA in the area of maintenance led to 

the compilation of the Handbook for Introduction of Viable Programs of 
Maintenance with the use of reliability methods within the project 

adopted by the Czechoslovak delegation to the scientific and technological 
board of the XI-16 Permanent Commission for CEMA Civil Aviation. This 
handbook delineates the basic relations in the generation of programs 

for aircraft maintenance, a methodical approach to the establishment of 
maintenance operations, analysis of aviation systems from the viewpoint 

of proposing an effective program of maintenance and, finally, the approach 
to end principles for devising an effective program of maintenance. 
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This truly brief outline of CSA repair activities had to be stated at the 
outset for uninitiated readers to get to know all the aspects. After all, 
very close cooperation between producer and user of aviation technology 

in the area of utilization improves the economic results of the enterpris-. 
Last but not least, repair activities--depending on the attained output-- 
train pow specialists. 





Efficiency Promotion in CSSR Air Transport 


In keeping with the resolutions of the 16th CPCZ Congress regarding 
cutbacks in transportation's demands on energy and in keeping with the 
measures promulgated by the CSSR minister of transportation, an uncom- 
promising requirement for the highest possible eccnomy and efficient 
utilization of LPH [aviation fuels and propellants] has gained validity 
in air transportation. This prompted the decision to give priority in 
utilizing the limited volume of LPH to providing international scheduled 
and unscheduled transportation and principally not to expand the existing 
domestic network of CSA lines for the remainder of the Seventh 5-Year 
Plan. Thus, domestic air transport will be operated as part of a 
unified domestic transportation system, and in keeping with and in 
linkage to the development of other types of transportation,less demanding 
on energy. The measures that ensued from all this for the CSA led to 
the promotion of efficiency in civil air transport, which can be seen 
from an assessment of the stimpulated objectives that were successfully 
met in 1982. It became possible to achieve not only significant savings 
in LPH while exceeding transportation volume, but also to attain the 
highest transportation volume in international transportation in the 
history of CSA. 


Due to the cutbacks in domestic air transport, CSA put out of service 
10 L-410A aircraft and limited the operation of Yak 40 aircraft to one- 
third. This led to the freeing of workshop capacity that had to be 
maintained in the interst of the planned gradual renewal of CSA aircraft 
fleet. 


Introduction of Major Overhaul of L-410 Aircraft at CSA 


For these reasons the economic management of CSA made an offer early in 
1982 to the general management (GR) of Aero to take over part of their 
orders for major overhaul (G0) of the L-410 aircraft for their Soviet 
customer. As it turned out later, this arrangement proved to be of 
great advantage for the GR of Aero, since it could not have met the 
deadlines for the required number of GO of 410A and AS aircraft (with 
Canadian PT 6A-27 engines) and the L-410M and MA aircraft (with CSSR 
M601 engines) without CSA's help. At that time a limited number of GO of 
L-410 aircraft was conducted by the producer Let Kunovice and Aviation 
Repair Shops Trencin. The first negotiating session (7 January 1982), 
participated in by representatives of CSA's production enterprise and the 
CSA Aviation Repair Shops enterprise, dealt with supply-demand relations 
and set the deadline--March 1982--for delivery of the first four L-410 
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aircraft for GO by CSA. GR CSA Measure No 2/82 subsequently introduced 
in CSA the procedure for the introduction of GO of the L-410A and AS 
aircraft, with an outlook to GO of the L-410M and MA aircraft. The 
formed work group, composed of personnel of the technical department of 
the CSA Aviation Repair Shops enterprise, took over the task of introducing 
GO of the L-410 aircraft in CSA, which meant establishing end deploying a 
new operational facility 5, "GO of L-410 Aircraft," and staffing it on 
the one hand with personnel possessing certification for the type and, on 
the other hand, new personnel qualified in the requisite professions, 
equipping the facility with aircraft docks, spe::ial preparations, instru- 
ments and auxiliary equipment, preparing and providing workshop technology 
for the facility, protocols and programs for ground and flight tests. In 
view of the fact that the requisite documentation was not availabe at 
that time, the CSA leadership, taking cognizance of the deadlines for 
delivery of the first overhauled aircraft to the customer, decided to 
specify the operational procedure and supplement the facility on a 
continuous basis so as not to interfere with the progress of GO. For 

the same reason, it sought to obtain from Let Kunovice technical and 
material assistance, the conditions of which were specified in the 
economic contract between CSA and the production enterprise. The coopera- 
tion by all interested personnel was truly exemplary, even though nerves 
were literally strained to the breaking point on both sides. 


The new facility 5 launched operations on 1 April 1982. GO of the first 
L-410 aircraft was started as early as 7 April. It was no accident that 
GO at CSA started with four aircraft of the A and AS version, i.e., with 
Canadian PT 6A-27 engines (aircraft of these versions have been flying 
under CSA colors since 1 January 1976 until the end of 1980); it was to 
be a gradual transition to GO of the L-410M and MA aircraft with CSSR 
M-601 engines. 


During the start of disassembly the first difficulties constituted by 
review findings were encountered, namely with procurement of replacement 
parts and aircraft units. The requisitioned material additionally had 

to be ordered from the producer, who had to introduce it into production 
outside of the plan. The same applied to aircraft units. The Aero 

VHJ [economic production unit] had to accord them priority for all 
required operations from testing to GO. Thanks to the measures taken 

by the interested enterprises, the situation was resolved by the formation 
of a so-called aircraft unit exchange fund, which was to prevent delays in 
the overhaul of aircraft due to late deliveries of repaired aircraft units. 
In view of the short term available for introduction of GO, technological 
repair equipment was turned over to the facility on a continuous basis 
with the progress of individual operations. 


Along with the start-up of GO of L-410A and AS aircraft, from the second 
half of 1982 CSA was making preparations for GO of the M and MA aircraft 
versions with the proviso that it would start as of 1 January 1983. 

This was followed by negotiations with the producer about procurement 

of all documentation and preparations and instrumentation, training of CSA 
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technicians by the producer and in Motorlet (for the M and MA aircraft 
versions), concluded by type tests in jobs relating to the airframe and 
its systems, the engine and aircraft accessories. This entitled them 

to train the personnel of facility 5 in the CSA Training Unit. Selected 
workers were at the same time on temporary duty at the production plant 
and at the Aviation Repair Shops in Trencin. 


In spite of technical and materia: difficulties, despite the inadequately 
equipped workshops, thanks to the tremendous enthusiasm of all workers 
participating in GO, on 6 October 1982 the first L-410 aircraft was ready 
for flight tests. The GO of two other aircraft of the AS version was 
completed by the end of the vear and the last overhauled aircraft of the 

A version was turned over in early February 1983. wisassembly of the 
L-410MA aircraft commenced as early as the latter half of November 1982, 
i.e., with a 5-week lead. After the experience gained in the technological 
preparation of the prior versions, entirely new technological procedures 
with certirication protocols, protocols for dimensional measurements, and 
with flight testing and acceptance protocols were worked out. Compilation 
of this documentation posed great demands primarily on the personnel of 
the Aircraft Technology Department. 


The difficulties encountered in GO of the L-410A and AS aircraft became 
magnified in GO of the M and MA aircraft versions. For that reason, an 
overhau.ed aircraft was not turned over to the customer until 21 June 1983; 
however, six additional aircraft were turned over by the end of the year. 


GO of the L-410M and MA aircraft was progressing in the latter half of 
1983 so smoothly that thanks to a suitable workload the CSA was continuously 
finishing one aircraft every 3 to 4 weeks. 


By the end of 1983 the CSA was assigned another task. It called for 
converting the L-410M and MA aircraft during GO to the MI version, which 
originated at the request of the customer in the Let enterprise and 
consists in: 


--improved engine output by building water injection into the entine; 


--building in a system for automatic correction of rolling caused by 
asymmetrical thrust during failure of one engine; 


--building in an antiblocking system for brakes; 


--building in the modernized block "Central Electronic Unit of Limiters,” 
which prevents the exceeding of admissible engine parameters; 


--additional moditications connected with modification of the fuselage, 
controls, landing gear, modifications of the hydraulic system, engine 
nacelles, engine control, aircraft accessories, particularly its electric 
system. 
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At contract negotiations between the Soviet customer, the PZ0 [for vign 
trade enterprise] and the producer Let, which progressed in nid-December 
1983, it was agreed that after 1 January 1984 the customer would accept 
overhauled aircraft of only the MU version. This fact caused a great 
shortfall. It namely became necessary to incorporate the modifications 
attendant to the aircraft's conversion into the existing technology, 
produce and procure approximately 600 to 650 items (for the version) of 
new materiai and aircraft units for each aircraft. At the same time, it 
became necessary to modify and supplement the certification protocol 
together with the flight testing and acceptance protocols. No technological 
documentation was available at the start of conversion, drawings vere 
modified in cooperation with personnel of the producing plant only during 
conversion with the use of a “technological” aircraft, which was also 

used for testing of the units to be built in and other tests. A similar 
problem was tackled by personnel of the Aviation Repair Shops in Trencin. 
The absolutely greatest problem was the disassembly of the original bunched 
cables and, mainly, the building in of new ones. For the sake of illustra- 
tion, that meant installing approximately 1,115 conductors of the new 
cable with an overall length of several kilometers. Despite the already 
mentioned problems and some additional ones, CSA turned over the first 
L-410MU aircraft after completion of GO for flight tests on 6 June. An 
additional six L-410M and MA aircraft will “undergo” GO and conversion 

to the MU version at CSA by the end of 1984. 


What can be said in conclusion? During the time of preparation, introduction 
and performance of GO of the 1-410 aircraft at CSA, none of the direct 
participants found things to be tedinuws. All personnel who collaborated 

in the areas of preparation, control and carrying out of GO of the L-410 
aircraft at CSA, together with all the personnel of the production plant 
Let-Kunovice and the personnel of LO [Aviation Repair Shops] Trencin, 
approached their respective tasks with full responsibility and in many 

cases with an enthusiasm that seems to be a rare commodity in any other 
sector. 


8204 
CSO: 24600/143 
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GERMAN DEMOCRATIC REPUBLIC 


BETTER CONSUMER SERVICES ACCOMPANY INCAKEASED TRADE VOLUME 
Berlin NEVES DEUTSCHLAND in German 24 Sep 84 p 2 


[Article: “Good Work Results by Trade Employees. Largest Increase in Sales 
Ever Achieved in Retail Trade”) 


[Text] As in all other sectors the domestic trade collectives, under the 
leadership of the party organizations together with the labor union manage- 
ments, have recently settled the accounts of their accomplishments in the com- 
petition in honor of the 35th ~aniversary of the GDR. At the same time there 
were discussions as to how the tasks which had been set by the party in 
respect to servicing the people, the accomplishments of trade, cooperation 
with industry and agriculture, were fulfilled. 


In numerous SED assemblies of members, in labor union meetings and in personal 
discussions domestic trade employees confirm the fundamental importance and 
the far-reaching effects which resulted from the 7th Central Committee Plenum 
for all social development in our country. They emphatically support the 
basic orientation of our domestic and foreign policies which were given in the 
interview with Erich Honecker. The strong impulses which took effect in the 
new phase of our economic strategy and which were apparent in the impressive 
accomplishments of industry and agriculture also became evident in sales 
development in retail trade, in improving offerings and in many measures to 
make trade attractive. Thus, the highest rates of increase in years can also 
be recorded in public services. With sales of M78.6 billion by the end of 
September the highest ever retail trade sales will be achieved and the result 
of the previous year will be exceeded by more than M}.2 billion, overall that 
is 4.3 percent and in industrial goods 6.2 percent. 


Markedly Improved Service to Customers 


This year so far 15,600 stores, department stores and restaurants were newly 
done, reorganized and modernized through diverse initiatives and measures by 
the trade collectives and the local councils. In many city centers, in rural 
areas, in key areas of housing construction the external image of trade, the 
supply of goods and customer services have also markedly improved. 


In trade, too, substantial efforts are being made to make an even greater 
special contribution to increasing national income. 
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Through higher efficiency domestic consumer goods trade has achieved further 
cost savings of M95 million beyond the plan. 


As a result of all competitive commitments which have been realized to date 
by profits beyond the plan amounting to M170 million will be carned by 30 
September. 


The commitment to further reduce trade losses was fulfilled. Through strict 
management activity and comprehensive social controls there was success in 
reducing trade losses in 1984 to 0.14 percent. 





Some 856,000 working people, excluding apprentices, work in GDR domestic 
trade. Since 1931 they have been realizing annual sales amounting to more 
than M100 billion. Of retail trade sales in 1983 amounting to M104.3 billion 
51.4 percent were for essential and nonessential foods and beverages, 15.1 
percent for shoes, textiles and clothing and 33.5 percent for other industrial 


goods. 
Thus, goods worth M86 million could be obtained and added to consumer supplies. 


Significant progress was made in improving workers’ supplies and food for 
school children and other children. A direct expression of this is the fact 
that now more than 870 restaurants and 1,700 factory canteens have been in- 
volved in supplying school children with hot lunches. 


As an important result of trade activity it was possible to <ecord improved 
offerings--linked with the further expansion of the netwoia--in the fine 
clothing and food trade. 


Capital City Has 143 Department Stores 


With the support of all bezirks considerable efforts were concentrated on 
further improving the level of trade activity in the capital city Berlin. 
With the further purposeful realization of the department store program today 
basic supplying for 60 percent of all citizens of the capital city is taken 
care of by the 143 department stores. In this year alone 154 shopping faci- 
lities and 58 restaurants were reorganized and modernized and a large number 
of small stores were reopened. 


The exemplary supplying of the 1 million participants and guests of the 
National Youth Festival in the food facilities and open air centers as well as 
in mobile supply facilities in the capital warrants special appreciation. 
This is also true of the good care and supplying of 1.9 million children and 
young people and their 120,000 Polish guests in the vacation camps in our 
republic. After the National Youth Festival many proven, original solutions 
to supplying were put into effect in vacation areas of our republic to supply 
vacationers and children and for nearby recreation. 


As an important result in the competition and laplementation of the plan the 
accounts show that today 19,000 trade stores organize jointly with the VKSK 
[Union of Small Gardeners, Settlers, and Small Livestock Breeders] the bulk 
buying of fruits and vegetables and thus contribute to improving supply 
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services. A more visible expression of this is the fact that 98,000 tons of 
vegetables and 59,000 tons of fruit are bought up aad offered to the people. 


In socialist competition on the basis of the 1984 economic plan the results 
achieved create reliable prerequisites for guaranteeing stability and con- 
tinuity in the supply services and at the same time for organizing a suc- 
cessful transition to 1985 by means of good holiday supplies. 


12124 
CSO: 2300/167 
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GERMAN DEMOCRATIC REPUBLIC 


STOPH ON 1985 BUDGET, CITES PROGRESS IN HOUSING RENOVATION 
Frenkfurt FRANKFURTER ALLGEMEINE ZEITUNG in German 1 Dec 84 pp 1, 2 
{[Article: "People's Chamber Approves Higher Subsidies"] 


[Text] One week after decisive deliberations in the SED Central Committee the 
1985 economic plan and the 1985 budget plan were passed by the GDR's People's 
Chamber. The final year of the current five-year plan period (1981-1985) is 
1985. It is unclear whether its goal of 28 percent growth overall can be 
achieved given the modest results of the first years of the plan period. In 
any case it is clear that in the past 2 years, after overcoming severe supply 
difficulties, the GDR succeeded, even in agriculture, in accelerating growth, 
producing more and at lower costs, and further solidifying its reputation in 
the international capital markets. The enormous borrowing in the Euromarket 
in recent weeks, which because of the amount does not make any real sense in 
the eyes of Western observers, makes this clear. Good grain harvests in 1983 
and 1984 and a root crop harvest which for the first time is again satisfactory 
have contributed to relieving the foreign currency balance. Continuing this 
growth which is satisfactory as far as the SED is concerned and stabilizing 
the situation are the primary goals of the party and national leadership in 
the coming year, especially prior to preparing the next five-year plan and 
before the llth Party Congress in spring 1986. 


Absent from the meeting of the People's Chamber was Mittag, the architect of 
the GDR's new economic policy, who in the Politburo is responsible for economy 
policy. Mittag, who is always bursting with good health, had last been seen 
in public on 7 October. He was supposed to accompany Honecker on the latter's 
state visit to Finland, but right before the start of the visit he had to 
cancel out. There is no information about the state of Mittag's health, but 
all rumors point to a severe illness. Krenz, who is his deputy in the State 
Council, sat next to Honecker on the bench of the State Council. in the 
Politburo Krenz is primarily responsible for questions of security. 


The economic plan, which as usual was explained by Minister-President Stoph, 
reflects only modest changes in respect to the previous year; this is also 
true of the budget plan which was explained by Minister of Finance Hoefner. 
The goal of the GDR leadership to guarantee economic continuity is clear from 
the fact that the "produced national income" which is closest to the concept 
of “gross social product," is to rise by 4.4 percent as it did last year. 
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“Net production in the purview of the ministers of industry" is to be 
increased by 8 percent as was the case last year. 


Increasing investments from M49 to M56 billion (in 1983 they had amounted to 
only M47 billion) makes it clear that the GDR again can invest more; but it 

is also compelled to do so because in spite of the surpluses in trade with the 
West which were achieved GDR industry has still not reached the level which 
would make it fully competitive in world markets. 


Guaranteeing the raw material base, in so far as possible from their own pro- 
duction, continues to consume large amounts of investment capital. Crude 
brown coal production, which amounted to about 278 million tons in 1982, once 
again is to be increased from 283 (1984) to almost 300 million tons. Above- 
average growth rates are likewise scheduled for the chemical industry and the 
microelectronics industry. It is astonishing that by exporting petroleum 
products the GDR covers a part of its Western foreign currency profits which 
at present are estimated by experts to be at least 30 percent. 


Housing construction activity which for years has been at a high level can be 
continued with more funds now being made available, according to Minister- 
President Stoph, for modernizing dwellings, primarily in the city centers. 
The fact that retail sales and net revenues from the people are to increase 
in the current year from 2.2 percent to 4 percent shows that the people are 
also supposed to benefit from the increased rate of growth. Planned foreign 
trade sales--whatever this figure may signify--are to increase from 5 to 8 
percent. 


The country's income and expenditures will increase by just about 10 percent 
from M231 to M255 billion. The changes are no longer as pronounced as last 
year; the 1984 budget plan was characterized primarily by the reform of the 
level of farm prices. With 11 percent the contributions of the state sector 
of the economy to the state budget plan will increase from M158 to M174 bil- 
lion. In 1985 more than M40 billion in contrast to M33 billion last year will 
be required to guarantee stable prices, in 1983 it was roughly M22 billion; 
the share of this item in the total budget has increased in the past few years 
from 11 to over 15 percent. By way of comparison defense expenditures in- 
creased modestly by 6.7 percent to M13 billion. Some 23,000 hectares of 
forest are to be afforested "in order to keep the forests healthy." Funds 

for other environmental measures are likewise to "be consistently increased." 


12124 
CSO: 2300/167 
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GERMAN DEMOCRATIC REPUBLIC 


BRIEFS 


FDGB VACATION FUND--With more than five million vacation trips by the FDGB 
{Free German Labor Union Federation] and enterprises in 1984, compared to the 
year of the founding of the republic, 24 times as many tours are available. 

At present there are 683 FDGB recreation homes (not including the large number 
of enterprise homes) with about 59,000 beds. In the first year after the 
establishment of the GDR there were 102 homes and about 5,000 beds. While up 
to 1971, the year of the Eighth SED Congress, approximately 4,500 places were 
added, since then the number has increased by 29,000, that is six and one-half 
times as many. Over 70 of the more than 100 newly built FDGB vacation homes 
came into being after 1971. Overall since the beginning of its vacation ser- 
vice the FDGB has issued 40 million vacation checks, over half of them since 
1971. The annual number of trips increased from about 1.2 million (1970) to 
1.9 million (1983). Party and labor union pay special attention in this to 
family recreation. While in 1970 about 11,000 trips were made available for 
families with three and more children, this share has since increased to over 
93,000 per year. Together with the enterprise recreation homes there are 
about 200,000. The price which the labor union member pays for his vacation 
check is on the average only about 28 percent, with children--from age 2 up to 
completion of the 10th class the standard cost is M30--it comprises only 12 to 
15 percent of the actual costs. In order to guarantee these low prices the 
labor union gives subsidies from central funds amounting to millions, on the 
average M150 per vacation place. Some 35 percent of all the FDGB's expendi- 
tures are used for vacation and recreation. [Text] [Neubrandenburg FREIE 
ERDE in German 26 Oct 84] 12124 
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HUNGARY 


ELECTRIC POWER SUPPLY SITUATION DISCUSSED 
Budapest NEPSZABADSAG in Hungarian 5 Dec 84 p 10 


[Article by Gyula Lengyel, production manager of the Hungarian Electrical 
Works Trust [MVMT], and Tamas Laszlo, head of the main economics department, 
MVMT: “Electrical Energy Supply in Hungary"] 


[Text] The composition, quantity and growth dynamics of electrical energy 
consumption is an important indicator number of how well the economy is 
developed and how the standard of living is developing in Hungary, just 

as in all the countries of the world. In Hungary total electrical energy 
consumption in 1983 was 34.9 billion kWh while per capita consumption was 
3,000 kWh. In 1983 the country's electrical energy consumption was roughly 
2.3 times as high as in 1968; but while until 1978 and in the 10 years 
prior to it the average yearly growth rate of electrical energy demand 
had been 6.9 percent, after 1978--partly for reasons of business slowdown, 
and partly as a consequence of energy saving measures--the growth rate has 
slowed down significantly to an average of 3 percent per year. 


In the last 10 years--during the era of the energy crisis--the growth 
tendencies developed in earlier years changed in other countries also. 
Due in part to the changes which occurred in the economic circumstances 
and in part in the amount and structure of the energy sources, the 
electrical energy consumption hardly increased in several developed 
capitalist countries and also temporarily in some of the socialist 
countries, and in this same time period consumer limitations were also 
imposed more than once, for longer or shorter lengths of time in some 
countries. 


Without Limitations 


Hungary is among those countries where--though at a more moderate growth 
rate--the demands of electrical energy consumers could be satisfied. 

There were no limitations either in production or in services to the 
population. Credit for the country's balanced electrical energy supply 
can be assigned to several factors. The state and local energy management 
and energy saving programs aimed at influencing the structure and quantity 
of energy consumption are without a question classified as favorable and 
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successful. Not the most significant one among these, but the one best 
known to the public is the change to daylight-savings time. In the 
production sphere the main goal was, and even at the present time one of 
the most important tasks is moderating the specific consumption--per 
product--of electrical energy. This is in part implemented by changing 
the product and production structure. The state also supports this by 
awarding monetary tools for investments which can be used for energy 
rationalization purposes and by granting preferential loans. Parallel 
with these, more frugal energy consumption was also encouraged by 
economic means, primarily by changing the prices and price ratios of energy 
and energy sources, and by introducing an energy management reward system. 


Among the factors having the greatest influence on the electrical energy 
consumption we must emphasize development of the largest consumer, 
industrial production, as well as the effect of the weather. In recent 
years the flexibility factor between the growth rate of industry's 
electrical energy consumption and the growth rate of industrial production 
has been around 0.8, that is, for l-percent growth in industry's production 
there has been a 0.8-percent growth in industry's electrical energy 
consumption. The connection can be felt also in the first half of 1984 when 
the dynamic, 4-percent increase of industrial production--which included 
the food industry and exceeded the previous years--was accompanied by 
3.2-percent increase in electrical energy consumption. 


In recent years the dependence of electrical energy demand on temperature 
has increased because of the large number (over 100,000 units) of 
electrical heat storage equipment being connected to the network. The 
change in electrical energy consumption as a function of the temperature 
in 1984 is nearly twice the value of 1978. At the present time a l-degree 
Celsius decrease in the average daily temperature is accompanied by 

1.5 million kWh (1.3-percent) increase in electrical energy consumption. 
With the exception of February, every month of the first half of 1984 
was colder than the months of the first half of 1983. The average 
difference was about 2 degrees Celsius. This temperature difference 
represented 2.5 percent of the first semi-annual (6.1 percent) increased 
electrical energy demand. 


Changing Structure 


The structure of electrical energy production has changed significantly 

in our country in the last decade. The proportion of electrical energy 
produced from costly hydrocarbons--heating oil, natural gas--has been cut 
back (from 54.1 percent to 47.0 percent), and--also as a result of 
developments in mining--the use of domestic coals for energy purposes 

has increased. We are using for electrical energy production in coal-fired 
thermal power plants those domestically produced poor quality brown 

coals which are unsuitable for industrial purposes or for use by the 
population. 
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The use of nuclear energy for the purpose of generating electrical energy 
is new and represents a great future in energetics. The Paks Nuclear 
Power Plant began to produce in December 1982 and in 1983 it provided 
about 10 percent of this country's electrical energy production. This 
ratio is gradually increasing further; in 1985 it is expected to exceed 
20 percent. In the second half of the decade, by which time the 4x440 MW 
power plant construction will be completely finished, about 25 percent 
of the country's electrical energy consumption will come from nuclear 
energy. In November of this year we arrived at another significant 

phase of the nuclear power plant construction, when after successful 
trial runs lasting for barely 2 months, the second 440 MW block began 
regular operation. 


For the electrical energy supply balance the electrical energy import 
from the socialist countries, primarily from the Soviet Union plays a 
special role. The yearly amount of electrical energy import increased 
between 1973 and 1983 by 4.4 billion kWh, which means that in the 
electrical energy supply the ratio of import increased from 20.9 percent 
to 26.0 percent. 


The electrical energy production, impor: and direction of the entire 
system is one of those few economic areas where in our country a trust-- 
the Hungarian Electrical Works Trust [MVMT]--and the enterprises which 
belong to it have the job of organizing their economic operation. The 
size of this task is illustrated by the fact that the power plants of 
the MVMT use as fuel 18 million tons of coal, about 1 million tons of 
oil and 3 billion cubic meters of natural gas per year, in addition to 
receiving over 9 billion kWh of imported electrical energy. Within the 
available opportunities the use of the fuel must be organized in such 

a way that in order to generate the necessary amount of electrical 
energy the possible minimal amount of heating oil be used. This goal 
which is also valid for the long range is served by maintaining--through 
reconstruction--the productive abilities of the already existing coal-fired 
power plants, which in some cases are even more than 40 years old. 


The power plant capacity renewed in this manner will again for many years 
be available to the Hungarian electricai energy system, and thus we 

can avoid the construction of a uew coal fired power plant which would 
have the same capacity as the rejuvenated plants but would cost three 
times as much. 


It is very significant that with relatively low cost even such expansions 
of capacity may take place during the reconstructions projected for the 
Seventh 5-Year Plan's time period which would make it possible to increase 
production of electrical energy in the coal-fired power plants by about 

15 percent and provide additional performance equivalent to about a 

210 MW power plant block. 
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The electrical energy generated in the power plants and available from 
import reaches 4.2 million consumers, 3.6 million households through 

the national electrical network system. The basic condition for 

ensuring the supply of electrical energy is the proper technical condition 
of the 130,000 kilometer network, its expansions and reconstructions 
needed to meet the needs of new consumers. 


The domestic and imported electrical energy is transported to those 
network points which supply the main sections of the country by the basic 
network which is about 2,500 kilometers long. The goal in operating the 
basic network is to make the "principle of one fault" prevalent, which 
means that the consumers be able to be supplied without limitations even 
if one element of the network (long distance line or transformer) is out 
of service due to breakdowns. 


The population is directly affected by the operating condition of the 
low tension (0.4 kV) distribution networks at all times. In improving 
these networks the main goal is to decrease as much as possible the ratio 
of transformer circuits with more than 10-percent voltage drop. In 
Hungary the ratio of circuits with more than 10-percent voltage drop 
was 7.3 percent in 1983 and this affects about 1,730 circuits. The 
number of consumers supplied with insufficient voltage current is 
56,000 which is 1.4 percent of all consumers. It must be emphasized 
that even with these circuits we can provide for every apartment enough 
electrical energy needed to operate the existing appliances of the 
consumers, but until the circuits are reconstructed higher capacity 
electrical appliances, for example electric room heaters or automatic 
washing machines cannot be connected to the circuit. 


Economics 


The population's current consumption at night has greatly increased in 
recent years (at this time there are about 800,000 electrical hot water 
storage heaters and 100,000 heat storing room heaters on the network). 
In many transformer circuits and in the interest of the already existing 
consumers the connection of additional heat storage appliances which 
charge up at night had to be limited. This situation can be improved 
primarily by installing new transformer stations and increasing the 
handling capacity of the networks, which requires much investment. In 
the interest of easing the investment tensions and improving the structure 
of energy consumption a network development contribution was introduced 
this year. The essence of this is that in the case of new performance 
demand in excess of 3.3 kW the consumer must pay a progressively 
increasing network development contribution. We use the money received 
from this to increase the network capacities, supplementing with it the 
900 million to 1 billion forints spent yearly on the expansion and 
reconstruction of distribution networks in targeted investment programs. 
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In order to be able to satisfy the country's electrical energy require- 
ments as well over the long range--like in any country of the world-- 
extremely large expenditures are required in Hungary, too. The overhead 
costs of generating electrical and thermal energy exceed 50 billion 
forints, and the yearly amount of investments is 15.7 billion forints. 
But only about 7 percent of this latter sum can be used by the Trust 
within its own decision-making circle for power plant and network 
improvement, for minor-capacity expansions primarily in thermal service, 
and for financing investments in energy rationalization and reconstruction. 
In recent years this investment cycle has been affected by increasingly 
powerful restrictions, which did not leave enough resources to implement 
the planned investment goals and it was possible to solve the problems 
in only the most critical areas with several technical compromises. 


The electrical energy industry's extremely high fixed asset inventory 
and investment demand also has a fundamental effect on the Trust's 
economic equilibrium. Under the present economic conditions there are 
no major tensions in the current economic operation of the MVMT and its 
enterprises, but there is no coverage for expanding the fixed assets, 
first of all for financing new power plant construction. This can be 
done only with help from the state, primarily by capital grants. It 
must be noted that state subsidies, preferential loans given to invest- 
ments of the electrical energy industry are general practice also in the 
capitalist countries which are better developed than we are. The main 
reason for this is that in order to keep the industrial and agricultural 
products competitive the producer price of electrical energy generally 
cannot be raised to such an extent that it could adequately cover the 
creation or needed new generating and distributing capacities. The 
price of electrical and thermal energy sold to be used mainly by 
people in the socialist countries is also a political factor which 
determines the standard of living; for example, in Hungary today the 
rate that the consumer is charged covers only about 60 percent of the 
cost of production, and the price level of the separately metered 
night-time consumption in spite of this year's price increase is only 
around 40 percent of the cost. 


Definition of the state system of requirements concerning economic 
operation of the electrical energy industry, decision of priorities in 
the Trust's budgetary relationships, and consequently the development-- 
to be done within the framework of the economic regulatory system 
modification--of the longer range interest relationships of this branch 
of industry with nearly 40,000 employees are the tasks of the next time 
period. 
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POLAND 


SEJM DEPUTY SPEAKS FOR PAX FACTION ON FLAWS IN 1985 BUDGET 
Warsaw SLOWO POWSZECHNE in Polish 6 Dec 84 p 6 


[Text of speech by Sejm Deputy Witold Jankowski delivered on behalf of the PAX 
Deputies Club during the debate on the 1985 budget at a session of the Sejm 
held on 3 December 1984) 


[Excerpt] Distinguished Chamber! 


I would now like to move to the problems connected with the state budget 
proposal for next year which has been submitted to us. Since it is the first 
reading of that proposal, and we received it together with other documents only 
a few days ago, my remarks may have only a preliminary character. 


The first observation which comes to mind after going through the budget 
proposal is that there is a certain consistent pattern to it, something which 
has been in evidence for 3 years now. In the budget proposals for the years of 
1983, 1984, and 1985 the deficit is distinctly higher than projected in the 
previous year. At the same time, the actual shortage of funds in the budget at 
the end of the year has already for 3 years been much lower than the budget act 
foresaw. It can be said that the minister of finance energetically collects 
income and thriftily spends funds from the budget, but it can also be said that 
budgets passed by us are not sufficiently polished and it is too easy of a task 
for a thrifty minister. In any case, it is worth a deeper analysis. 


A second observation concerns the structure of the state budget's income. In 
the current year, revenues from income tax will probably be about 13 percent 
lower than planned. At the same time, enterprises will retain extra capital in 
excess of the plan targets which will increase the demands of the enterprises 
for various goods. The resulting income deficit in the budget will be offeet 
by the surplus revenues in excess of the plan target derived from the turnover 
tax. This tax does not eat into the funds of the enterprises, rather it a.most 
always translates into [higher] prices, and therefore in the end is paid for by 
the consumer of a given article. Therefore, substituting revenues from the 
income tax with revenues from the turnover tax shows every sign of accelerating 
the inflationary spiral. 


The minister of finance is probably aware of that, because for the coming year 
he proposes a turnover tax increase of only 11.2 percent and an income tax 
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increase of as much as 31.3 percent. This undoubtedly would improve the 
structure of budget revenues, but are such plans realistic? 


Most of the turnover tax is paid by industry. In industry, this tax is almost 
propertional to the value of the sales. The value of these sales will increase 
next year by 16 percent (4 percent in volume and 12 percent in prices). In the 
current year, in the course of 9 months the turnover tax from the entire 
socialized economy increased over 26 percent. Why, therefore, should it 
increase by only 11 percent next year? Such a question comes even more to mind 
because the minister suggests a further increase in the rate of the tax next 


year. 


A different kind of question is raised by the increase of income tax by 31.3 
percent. The increase in the rate of this tax from 60 percent to 65 percent 
explains the increase of returns by only 8.3 percent. Will the part of the 
taxed income increase so much? 


The thesis promoted by the Ministry of Finance about the surplus funds in 
economic units causes doubts and uncertainties in the minds of those directly 
concerned. They think that the fact of leaving the financial surplus in 
economic units cannot be seen as negative or threatening. And one cannot 
permit the view that the zloty left in an economic unit is worse than the zloty 
left in the budget. Leaving a zloty in an economic unit gives a chance for 
this unit to use the zloty for a production increase, and therefore to increase 
the tasks and, finally, as a result, an increase of income for the budget. 
Maybe this can be a fantastic business for the budget, and not a threat. 
Generally, it can be said that the regular rise in budget revenues should be 
reached by an increase of production and not by a tax increase. An excessive 
increase of taxes harms the development of the economy. 


There exists the fear that the argument about the ccr;lus financial capital 
retained by enterprises is conceived on the basis of insufficient knowledge of 
the situation. This evaluation is made, I thiak, from the cash-flow point of 
view. This suggests that this situation is being assessed from a bank's 
perspective. However, the financial position of an economic institution is 
measured by its level of invested capital, (e.g., inventories might be too 
small to assure continuous production or they might be incomplete), and 
further, by the degree to which inventories are financed by internal and 
external sources of funding (the latter creates financial obligations for an 
economic institution). Finally, financial position is measured by the level of 
a firm's indebtedness (recently, for instance, the tax liabilities payable to 
the Professional Activation Fund [FAZ] were placed on installments, which does 
not mean that they do not have to be paid). 


The evaluation of the financial position of enterprises is made, I think, as an 
average for the whole economy. It is based on the situation of firms, for 
example, partially exempted from financing obligations or FAZ organizations, 
and of units which pay such obligations without relief. In such a situation, 
the average is misleading. 
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The materials presented to us talk about making fixed capital stock 
depreciation rates more realistic. But it is after all true that as soon as 
work got under way on the reassessment of fixed capital assets (the value of 
which forms the basis for the computation of depreciation rates) the prices of 
capital goods started to go up, meaning that depreciation rates figured on the 
basis of those reappraised values do not allow for the replacement of fixed 
capital and have to be offset by drawing on the development and expansion fund. 


Along the same lines, doubts can arise over whether increased expenditures of 
money for capital spending by enterprises and, as shown by the materials, 
increased capital spending potential are swallowed up by the increased prices 
of producer goods, or as to whether it might be true that this amounts to an 
increase in the real volume of capital spending. Depending on this evaluation, 
the results can be quite misleading and, when viewed against the background of 
rising prices, capital spending (in the strict sense of the word) might be 
shrinking. How does one explain the belief in the existence of surplus capital 
while, at the same time, one is confronted with the widespread disinvestment of 
fixed capital stock, something which is often already jeopardizing the ability 
to meet [plan] targets. 


Can one assume that the management of economic units and self-government 
possess the capital but at the same time generally display a dislike for 
capital replacement? Or maybe the capital is not there at all? 


Completely overlooked are the needs of economic units resulting from the 
necessity to pay the price of inflation. After all, the cost of raw materials 
are increasing, and more money is needed to buy at higher prices, if the 
inventory is to be kept at the same level. 


Nobody wants to pay attention to the fact that outstanding debts are being 
prolonged and sometimes frozen. Banking practices and procedures, especially 
at the provincial level, have become more and more protracted. This often 
results from very prosaic reasons, for instance, postal service delays. 
Documents sent between banks are often in the mail for 2 or 3 weeks. From the 
point of view of economic institutions, this means delays in the collection of 
accounts receivable, and therefore there is a need to have more capital on 
hand, capitsel which most often comes from the development fund formed from a 
firm's retained earnings. 


Generally speaking, there is a need for a more thorough analysis of the probles 
which I have discussed here. 


And in conclusion, I would like to direct your attention to yet another 
disturbing problem which is connected both with the budget proposal and a) so 
with the plan for the coming year. There is a great deal of evidence 
suggesting that this will be the fourth year in a row in which economic 
performance parameters will be tailored to suit individual enterprises. For an 
increasing number of groups of enterprises or individual enterprises, the 
central government establishes special economic performance parameters. This 
is ultimately attributable to the very different conditions of these 
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enterprises way back at the starting point of the reform, as well as to the 
differences in economic-financial positions which arose already for the years 
1982-1984. 


I understand the reasons for such procedures; however, I would like to call 
attention to the fact that its result is a diversification according to rather 
vague standards--of corct-benefit accounting practices in various enterprises. 
In other words, the zloty earmarked for capital spending or fcr salaries has a 
different value depending upon which enterprise spends it. Wot to mention the 
fact that this tends to encourage the central goverment to establish separate 
controls for each and every enterprise and is a blow against initiating refors. 


Distinguished Chanber! 


Speaking on behalf of the PAX Deputies Club, I would like to express our 
conviction that in the course of further work on the budget proposal and 
remaining financial documents many uncertain points will be clarified, and the 
goverment documents presented to the Distinguished Chamber will receive the 
most favorable shape, allowances being made for our capabilities and our needs. 
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GOVERNMENT ANNOUNCES OPTIONS ON PRICE HIKE SCENARIOS 
RZECZPOSPOLITA Lead-in 
Warsaw RZECZPOSPOLITA in Polish 5-6 Jan 85 p 1 


[Text] We are publishing the proposals on new food prices and the reduction 
of rationing, presented by the Office of Price Affairs in coordination with 
the Ministry of Domestic Trade and Services, the Ministry of Labor, Wages and 
Social Affairs, and the Ministry of Agriculture and Food Economy. 


There have been many forewarnings of the price changes. The probles of prices 
was considered also during the preparation of economic plans, most recently 

the 1985 National Annual Plan. Price policy is an important element of econ- 
omic processes, especially for the achievement of market stability and balance, 
which society is demanding. 


The proposals on the reduction of rationing are an integral part of the propes- 
als on prices. Reducta:1 of rationing is aimed at restoring the freedom of 
making purchases, at reducing waste in food, and at creating more incentives 
for better and more productive work. 


This is a multi-variant plan. The publication of this plan opens it up to 
wide public consultation. The opinions expressed during this consultation by 
the working people and social organizations will form the basis for the de- 
cisions made on the new prices for food. 


We are publishing the proposals on the new food prices and reduction of ration- 
ing on pages 5 and 6. 


Trade Union Consultation 
Warsaw RZECZPOSPOLITA in Polish 5-6 Jan 85 p | 


[Text] Minister [of Labor, Wages and Social Affairs] Stanislaw Ciosek, who 
is responsible to the government on cooperation with the trade unions, sent 
Alfred Miodowicz, chairman of the OPZZ [Nationwide Trade Union Agreement], the 
material on which the public consultation on new food prices and rationing 
reduction will be based. 


In an accompanying letter, Minister Ciosek suggested, referring to talks 
which had been held, that the Counci! of Ministers’ Committee for Trade 
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Union Affairs meet with the Executive Committee of the OPZZ to discuss these 
proposals. The meeting will be of a preliminary nature. 


At this meeting there would also be a discussion of the Council of Ministers’ 
draft resolution on increases in certain annuities and pensions, sent to the 

chairman of the OPZZ on 20 December 1984 by the Minister of Labor, Wages and 

Social Affairs, and on a plan for implementing the proposals which arose from 
the discussion of the PZPR Central Committee First Secretary, General of the 

Army Wojciech Jaruzelski, with the OPZZ leadership. 


Minister Ciosek suggested that the meeting be held on 10 January 1985. 
Official Government Proposals 
Warsaw RZECZPOSPOLITA in Polish 5-6 Jan 85 pp 5-6 


[Text] The Office for Price Affairs, in coordination with the Ministry of 
Domestic Trade and Services, the Ministry of Labor, Wages and Social Affairs, 
and the Ministry of Agriculture and Food Economy, submits for public consulta- 
tion optional pronosals on food price increases, reduction of rationing, and 
coupensation for the effects of these price increases to the lowest-income 
groups. 


We anticipate that the results of public consultation will tell us which of the 
variants proposed arouses the least objection. All citizens may individually 
or collectively express their opinion on these proposals by sending their 
letters and comments directly to the Office of Price Affairs, 12 Swietokrzyska 
St, Warsaw 00-916, to the consultative teams in the provincial offices, or to 
newspapers, radio and television. On 4 January 1985 these proposals were sent 
to the Nationwide Trade Union Agreement so that they may take a position on 
them. 


The authors have also requested a number of public institutions and organiza- 
tions, as well as scientific societies and centers, to express their opinions 
and comments on the proposals. 


We kindly request that the comments and suggestions be sent in by 5 February 
1985. The results of the consultation will be summarized in joint participa- 
tion with community representatives and presented in the mass media to the 
institutions and organizations involved, and above all, to the public. 


The methods by which the consultation is conducted and the manner in which 
its results are summarized will be presented. 


Just as last year, public opinion will have an affect on the way the increases 
are made, their scale and pattern, the rate at which rationing will be reduced, 
and on how, to whom, and the amount, of compensation will be given. 


In the document we give the reasons why it is necessary to raise food prices. 
They are of an objective nature. We cannot close our eyes to them. It is 
difficult, therefore, to believe that any alternatives exist. There is tro 
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much evidence of the negative effects of failure to consider these necessities 
in the past. In the 1970's procurement prices were constantly being raise 
due to the need for ensuring the profitability of agricultural production ir 
view of the growth in prices on means of production for agriculture. 


Food prices were not increased during that period, which led to disorder on 
the food market. Attempts to correct this were made by increasing the import, 
on credit, of grain, feed, meat and fats, which was, as we know, one of the 
¢easons our country fell deeply into debt. 


Society knows what the unfavorable effects of such a price policy are. This 
policy was the object of universal criticism in 1980 and 1981. Because it 
ignored the elementary laws of economics, it inevitably had to lead to the 
large jump in food prices in February 1982. We must avoid such a situation. 
We should not repeat the mistakes of the past. 


1. General Assumptions of Retail Food Price Policy for 1985 


The acceptance of the National Annual Plan for 1985 was preceded by public 
consultations which were much deeper and wider than ever before. In these 
consultations society supported the plan's basic social goals: an improvement 
in money-market balance, reduction in inflation, and establishment of orcer in 


the market. 


As we know, the National Annual Plan for 1985 sets the total increase of 
retail food prices at 12-13 percent. Within the framework of this index, re- 
tail food prices went up 9 percent. The remaining 3-4 percent is a "spill- 
over" of the effects of last year's price increases to this year. 


The National Annual Plan envisaged the same amount, that is, 12-13 percent, 
of increase in people's incomes, and in particular, average wages, annuities 
and pensions. 


This means that the real value of these incomes, on average, will remain in 

1985 at the 1984 level. In general, despite the price increases, the standard 
of living will not come down. This is because the growth of expenditures attri- 
buted to price increases will be fully compensated, overall, by a growth in 
incomes. But this does not mean that everyone, and to the same degree, will 

be affected by the prices increases, and that everyone, and to the same degree, 
will see an increase in income. The range of price increases on particular 
goods and services will differ--some will be less than the average, others will 
be more than the average, and some prices will not change at all. 


Also, the growth in incomes, wages for labor, annuities and pensions, as well 
as the amounts of the possible compensations for the growth of food prices, 
will differ. 


The National Annual Plan for 1985 envisages a further reduction in inflation, 
In any case, inflation is being reduced gradually, from year to year. 
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Wage and price indexes show this. During the last few years, these indexes 
(compared with labor productivity indexes) were as follows (using 100 for the 
previous year): 


Table 1. Labor Productivity, Wage and Price Indexes for Past Years 








1982 1983 1984 1985 
Factor (percent (planned) 
of exec.) 








Labor productivity (national income 

generated in terms of one fully- 

employed individual .......eeeeeeee+- 96.9 105.7 105.1 102.4-102.9 
Average wage in the socialized 

QCOMOMY cccccccccccccccccccsccccccoes 151.3 124.5 119.5 112.0-113.0 


Retail prices of consumer goods and 
services eee eeeeeeeeeeeeeeeeeeeeeeee 200.8 122.1 115.0 112.0-113.0 





As Table 1 shows, the growth of nominal wages during this entire period was 
faster than the growth of labor productivity. This is one of the reasons for 
the increase in costs of production, and as a consequence, in prices also. 


As has already been mentioned, the growth of retail prices of consumer goods 
and services, due to price increases made after 1 January 1985, will be 9 per- 
cent. Because the overall value of deliveries of consumer goods and services 
for the population's needs, according to the plan, will amount to 4,480 bil- 
lion zlotys in 1984 prices, the overall effects of the 9 percent increase in 
prices will amount to approximately 403 billion zlotys. 


One of the elements in the price increases envisaged in the plan for 1985 is 
the increase in official prices of some food items. 


It is estimated that they will constitute one-third of the total price increase, 
and the remaining two-thirds will apply to prices of ccwmercial goods and ser- 
vices, established in accordance with the principles of economic reform for 

the most part by independent enterprises. 


2. Reasons for the Increases in Food Prices 
The reasons for the increases in the retail prices of food are as follows: 


--the growth of prices on the means of production for agriculture and agri- 

cultural services, and the increase in the procurement prices on agricultural 
products, which was made in July 1984 and was essential in order to make farm 
production profitable. This increase in procurement prices amounts to 44 bil- 


iion zlotys; 


--the growth of processing costs in the consumer industry, caused by higher 
prices of coal, energy, gas, transportation, and increased depreciation. The 
most conservative calculation of the growth of costs attributed to this shows 
a sum of approximately 20 billion zlotys; 
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--the increase in the trade margin in turnovers of food items, necessary in 
order to improve the conditions under which purchases are made, shorten the 
queues, improve shop facilities, and enable ~ark-down sales to be held flexi- 
bly. The increase in these margins totals 32 billion zlotys. 


Thus, in order to compensate for the growth in production costs and food sales, 
it is necessary to increase food prices by at least 96 billion zlotys. 


A connection must be maintained between the growth of food=-production costs 
and the price of food. This is essential primarily to ensure profitability of 
production on farms, which allocate part of this production for their own use 
and that of their immediate family. 


In those cases where a retail price is lower than the cost of producing this 
product on the farm, it is obvious that production for one's own needs will be 
reduced, because it is cheaper to buy farm products in the store. When the 
relationship between costs and prices of some food items, such as bread, cer- 
eals and milk, becomes shaky, they will be bought out for feed, because that 
is more profitable. 


To fail to increase prices on food when the costs of producing this food are 
rising, would make it necessary to increase subsidies from the state budget 
for the food industry. An increase in budget subsidies for food production 
would mean a reduction in expenditures from the state budget for other very 
important social goals, such as the construction of hospitals, schools, 
apartment houses, health protection, education and culture, unless the budget 
is rescued by large increases on prices of consumer goods. 





As has already been mentioned, to cover costs an increase of approximately 
96 billion zlotys in food prices is necessary. 


But consideration must be given to whether the increase in food prices be made 
in such a way as to cover the costs of production of specific goods, together 
with the effects of increasing their margin, or to adapt prices in a greater 
degree to market conditions (the relationship between supply and demand), and 
thus make it possible to reduce the number of food items, or their quantity, 
now being rationed. 


Rationing of food sales was introduced because the food market fell into dis- 
array. The difficulties which arose in purchasing basic necessities made it 
necessary to institute a system of sales which would make it possible for 
everyone to purchase the necessary amount of food items. This situation 
could be controlled only with the sales of food with ration coupons. But 
sales rationing of food brought with it many negative consequences and caused 
great difficulties for many families. Quite naturally, the consumption of 
different food items in different families is not the same. There are differ- 
ences in likes and dislikes, in habits, and in levels of income. There are 
differences in patterns of consumption in various regions of the country. In 
some regions, traditionally more animal fats are eaten, and in others, more 
vegetable fats. Some families require more flour because they bake, while 
others require less flour because they buy their baked goods in bakery shops. 
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In some households there is a greater requirement for sugar, because they 
make their own fruit products, while others need less sugar because they 

buy their jams, fruit juices, and canned fruits. Finally, others do not use 
sugar at all for dietary reasons, and still others watch their diets and have 
reduced their consumption of sugar to a minimum. 


Therefore, rationing of food sales, in practice, makes it necessary for every- 
one to buy particular food items in the same amounts (or, if in different 
amounts then not because of individually different needs, but because ration 
coupon allotments differ). This distorts the pattern of consumption of some 
households, restricts their freedom to buy, and in many cases actually leads 
to waste of food. An additional unfavorable consequence of rationing of sales 
is, obviously, the high costs of maintaining it--the costs of printing and 
distributing the ration coupons, the time lost by shop personnel in accepting 
and accounting for the coupons, etc. 


Thanks to the good farm production in recent years, and the tendency that it 
will expand further, it has become possible to gradually reduce the scope of 
food-sales rationing. But this cannot take place if the prices of these items 
are not regulated accordingly. Where sales are to be rationed in a free and 
unrestricted way, prices must be adapted to market conditions, to the relation- 
ship between supply and demand, which increases as nominal wages rise. 


The price increases being proposed are not intended to reduce consumption over 
today's figures. On the contrary. The National Annual Plan for 1985 envisages 
an increase in deliveries of food items to the market, and thus a growth in 
the level of consumption. Price increases, however, are aimed at counteract- 
ing the excessive growth of demand in relation to the ability to satisfy this 
demand under conditions in which purchases are not restricted to ration-coupon 
amounts. 


3. Variants of Price Increases on Basic Food Items and Compensation of Effects 
of These Increases to Lowest-Income Population Groups 


Three variants of price increases on basic food items are submitted for consul- 
tation: 


--a “cost” variant, which takes into consideration only the growth in the cost 
of the production of food, but does not make it possible to reduce rationing; 


--a “rationing reduction" variant, which makes it possible to discontinue the 
rationing of sales of grain products and fats; and 


--a “rationing reduction and broader range of compensations" variant, which 
provides for discontinuance of rationed sales of grain products, fats, and 
also sugar, and at the same time makes it possible to grant monetary compensa- 
tion to a broader range of persons than in the previous variants. 


It is proposed that food-price increases go into effect in March 1985. 
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Variant 1 - Cost 


In this variant it is proposed that the growth of prices on food items be 
only in the same amount as the growth of costs of production of particular 
items and the margin in the food trade requires. It should be stressed that 
this still does not mean that profitable prices are being established. In 
most cases it will still be necessary to subsidize the production of food in 
the same amount as heretofore. A price increase will only make it possible 
to cover the growth of costs in the past year. It will not make it possible 
to discontinue ration coupons for food. 


Table 2 gives examples of price increases on important food articles covered 
in Variant 1. For comparison, “profitable prices" are also shown, that is, 
those prices at which it would not be necessary to subsidize food in 1985. 


In this variant it would be necessary to raise the price of meat and meat 
products by an average of 15 percent. It is proposed that two different ways 
of making this increase be considered, namely: 


1) Raise all prices on meat and cured meat in the same amount, i.e., 15 per- 
cent, 


2) Raise the prices of higher-grade meat and cured meat by 25 percent, and 
lower-grade by 10 percent. 


The effects of increases on food prices, together with the increases of prices 
on derivative products (discussed iurther on) and the rise in the price of tea 
and ocean codfish, would amount, in this variant, to approximately 96 billion 
zlotys. A food-price increase of this scale would increase the overall level 
of prices of consumer goods and services by 2.2 percent. As a result, the 
cost of maintaining a working family would increase 3.1 percent. 


As has already been mentioned, the increase in food prices is one of the ele- 
ments of the increase in retail prices envisaged in the plan for 1985. The 
growth of personal expenditures attributed to this, calculated as a whole, 
will be compensated in the planned growth of their personal incomes. But the 
growth of incomes may be different for different people. 


Taking into consideration the type of articles on which prices are to be 
increased (these are basic necessities), a guarantee of direct compensation 
for part of the effects of these price increases to the lowest-income popula- 
tion groups is proposed. 


Namely, it is proposed that the growth of expenditures attributed to increases 
on prices of rationed food items be compensated, using purchases according to 
ration-coupon allotments as the basis for calculating this growth of expendi- 
tures. In Variant 1, as shown in Table 4, it would amount, in working families, 
to an average of 183 zlotys monthly per person. 
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Table 2. Examples of "Variant 1" Price Increases on Important Food Items 











—— © 















































42 


(1) ge — 
Nazwa arty‘cuta ete 4· — 
—— 22*7 X Raesa: 2 Shas 
(7)1 Przstwory adeis<e 
Maza wrocliwsxa ir; 23,— — 53,— 
‘8 Kasza jecemiscas occiowa2 1k — 2 2 
0} ] Aasza q· 8 43 33,— £9.— 7.— 
Ryz i ks di— é2.— oh 
it Maisrca be-jaicersy as WwW 22 28 
Mocca 2-jajecs; ik. a 3,— 123,— 
1? C23 swyrly 13 49 20.— —8 tii— 
(5) | Mexo 1 preetwo'7 
16) | Miexo 9 sawerts!:! 2 oro. ti u— co 
tius<stu, Rishorogeaizower : : x 
17) | Miexo 9 sawartscs! 2.2 proc. 11 i2,— .— 33.— 
thussesu, alabsmogenizorcn* . t . 
18) | Sm.ctana 9 pros, wetter 223 | t= 3— 21— 
19) | Sor twsrrgowy this y 1 3 —8* he 100,— 
20) | Ser .Cac :dar” 1 ks 220.< i2.— 353,— 
21) | Sez mazsrsl 1 ag — *2. Na ⸗ 
22) | Ser warm Assi 1 x3 oo) oil 242. ⸗ 
2 Ser eaea: ⁊ lae bag si. — il4— 
Masia émt:2ak?. > v.33 43 i. i— I23,— 
| 5 Masia ,eastra” 0.23 $5,-< i— 135,— 
26) | — 
27) | Margaryna stolow: | *23 83 ci 2 28 
$8 Margaryna d@: tous FP sims ees a2 core sh— x 
Maid f3ilinge (7) 44 i ii ven 
30) | Ole} exiwersany 051 Cie —* Lil— 
(31) | Thaszeeo eerierrsse 
(32) | Stents L kg 122, ⸗ —E 
(33) | Sales 3,23 if i 2 22 
(34) | Cate: * 
(35) Cekizs ditty Srysscal i ke _ ti— i= 
Key: 
l. Item 16. Milk, 2 percent fat, not 
2. Unit of measure homogenized 
3. Retail price, in zlotys 17. Milk, 3.2 percent fat, not 
4. Present homogenized 
5. Proposed 18. Cream, 9 percent fat 
6. Profitable 19. Cottage cheese 
7. Grain products 20. Cheddar cheese 
8. “Wroclaw” flour 21. Mazurian cheese 
9. Pearl barley 22. Varminian cheese 
10. Semolina 23. Emmental cheese 
ll. Rice 24. Creamery butter 
12. Eggless noodles 25. “Extra” butter 
13. Two-egg noodles 26. Vegetable fats 
14, Ordinary bread 27. Cooking margarine 
15. Milk and milk products 28. “Palma” margarine 


[Continued on following page] 











[Continuation of key for Table 2] 


29. Vegetable butter 33. Lard 

30. All-purpose oil 34. Sugar 

31. Animal fats 35. White granulated sugar 
32. Bacon 





The following principles should be applied to compensate for this growth of 
expenditures: 


1) Workers in socialized workplaces whose monthly earnings do not exceed 
9,000 zlotys will receive compensation for the effects of the increases on 
prices of rationed food items. As we remember, last year such compensation 
was granted to workers whose earnings did not exceed 7,000 zlotys monthly. 


The amount of compensation would apply only to the workers and not to members 
of their families, and would be 185 zlotys monthly. 


In socialized enterprises, the corresponding sum of the wages (resulting from 
the number of personsemployed who are entitled to the compensation and the 
amount of the compensation) would be deducted from the charge to the State 
Vocational Activization Fund. 


In budgetary units in which wages for 1985 have already been raised, separate 
compensation awards would not be made because these increases already fully 
compensate for the expenditures attributed to the increase in prices of rationed 
food items. 


In budgetary unitgin which a wage increase in anticipated later in 1985, and 
in units in which no wage increases are anticipated, appropriate allowances 
would be granted as of March 1985 (i.e., the date the price increases go into 
effect), which would be eliminated on the day the actual wage increase is 
effective. 


2) All annuities and pensions which are based on monthly earnings of less 
than 18,000 zlotys will be raised, with the exception of: 


a) Group 3 Disability pensions drawn by males under the age of 60 and females 
under the age of 55; 


b) annuities and pensions granted after 31 December 1983. 


The increase in annuities and pensions would differ: It would be greater for 
the lower annuities and smaller for the higher. On the average, it would 
compensate the annuitants and pensioners the entire growth of prices in 1985 
(calculated, as we know, at 12-13 percent), and in every case it would more 
than compensate for the growth of expenditures attributed to price increases 
on rationed food items. 
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Farm annuities and pensions were raised 500 zlotys monthly as of 1 January 1985 
(and with derivatives, an average of 560 zlotys) for each person entitled. 


Under this variant, all workers earning less than 9,000 zlotys monthly, i.e., 
about 0.8 million people, and 5.2 million people drawing social security 
benefits, would be directly compensated monetarily. 


Variant 2. Reduction of Rationing 


This variant provides for better balance in the food market, in accordance 
with the desires of the majority of society as expressed in consultation of 
the assumptions of the National Annual Plan. 


In this variant it is proposed that the rationing of sales of flour, grain prod- 
ucts and fats, be discontinued at the same time as prices are increased. But 
this requires slightly higher price increases, primarily on those items which 
would no longer be rationed. The price increases would total 124 billion 
zlotys. 


In order to discontinue rationing, in addition to price increases higher than 
those given in Variant 1, it would be necessary to guarantee a level of prod- 
uction and delivery to the market which would facilitate uninterrupted sales. 


And thus it is estimated that to discontinue sales rationing it will be neces- 
sary to ensure supplies, calculated in terms of one inhabitant, commensurate 
with an amount approximate to that which existed during the period in which 
the market functioned normally and there was no rationing (for example, in 
1978). 


Deliveries of flour and grain products, as planned for 1985, fulfill this 
condition. Therefore, there is a possibility that rationing can be discon- 
tinued, but obviously only if these items are used for consumption purposes 
only. The retail prices proposed in Variant 1 do not provide such a guarantee. 
That is why, to ensure that they will not be used for lLivestock-feeding pur- 
poses, it is essential that prices on flour and grain products be set at a 
level which will take into account the open-market prices of grain and feed. 


Prices of bread and noodles would rise commensurate with the increased price 
of flour. 


The discontinuance of rationed sales of fats is a more complicated situation. 


Planned deliveries of vegetable fats (margarine and oils) fully meet demand. 
There is some scarcity of butter, but the greatest shortages are in animal 
fats: bacon and lard. It is envisaged that discontinuance of rationing of 
fats will require that the deliveries planned for 1985 be supplemented through 
import, primarily of lard, and to a certain degree butter also. 
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Table 3. Examples of "Variant 2" Price Increases on Important Food Items 
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l. Item 18. Cream, 9 percent fat 
2. Unit of measure 19. Cottage cheese 
3. Retail price, in zlotys 20. Cheddar cheese 
4. Present 21. Mazurian cheese 
5. Proposed 22. Varminian cheese 
6. Profitable 23. Emmental cheese 
7. Grain products 24. Creamery butter 
8. “Wroclaw” flour 25. “Extra” butter, cold-storage 
9. Pearl barley 26. “Extra” butter, fresh 
10. Semolina 27. Vegetable fats 
ll. Rice 28. Cooking margarine 
12. Eggless noodles 29. “Palma” margarine 
13. Two-egg noodles 30. Vegetable butter 
14. Ordinary bread 31. All-purpose oil 
15. Milk and milk products 32. Animal fats 
16. Milk, 2 percent fat, not 33. Bacon 
homogeni zed 4. Lard 
17. Milk, 3.2 percent fat, not 35. Sugar 
homogeni zed 3%. White granulated sugar 
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Price increases are necessary to counteract the growth of demand for butter 
and animal fats Leyond the availability of supplies, otherwise there would 
be a shortage of fats in the shops. 


Considering the demand and supply situation where fats are concerned, variant 
2 envisages that there would be no change in prices of basic vegetable fats-- 
table margarine and rape(seed) oil (so that every family would be able to 
afford the necessary amounts of basic fats). Prices of vegetable fats which 
are produced from imported oils would go up about 10 percent. 


Butter prices, especially fresh butter, would be increased considerably, with 
a lesser increase for cold-storage butter. Thus there would be a difference 
in the price of fresh butter and cold-storage butter, which the public has 
been demanding for a long time. 


The highest increases would be on prices of animal fats: bacon and lard, 
because this is where the greatest shortages are. 


The price of sugar would be set at a level which would ensure that it is 
profitable to produce it without state subsidies, but lower than would be 
necessary to discontinue the rationing of sales. 


However, prices on meat and meat products and milk and cheeses would go up 
less than they would in variant 1, considering the higher rate of price 
increases on other items. As an example, the price increases on important 
food items in this variant would be as shown in Table 3}. 


In this variant, price increases on meat and meat products would be lower 
than in variant 1, and would be an average of 9.5 percent. Just as in the 
previous variant, two methods of making this increase are proposed, namely: 


1) to raise all prices of meat and cured meat products in the same degree, 
i.e., 9.5 percent. 


2) to raise the price of high-grade meat and cured meat products by about 
20 percent, and the lower-grade ones about 5 percent. 


The effects of the increases of food prices, calculated, similarly as in 
variant 1, together with the price increases on the so-called derivative 
iteas and the growth of prices of tea and ocean codfish, would amount to 
124 billion zlotys in variant 2. This raises the overall level of prices 
of consumer goods and services by 2.8 percent. The cost of maintaining a 
working family will rise, due to theseprice increases, by 3.8 percent. 


The growth of expenditures attributed to the price increases on rationed food 
items, according to variant 2, would amount to an average of 192 zlotys per 
person in a working family. 


It is proposed that this growth of expenditures be compensated for the lowest- 
income population groups according to the following principles: 
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1) Grant compensation in the amount of 195 zlotys for workers in socialized 
workplaces whose earnings do not exceed 11,000 zlotys monthly. The method 
of providing funds for this compensation would be the same as in variant 1. 


2) Grant compensation to annuitants and pensioners in the same way and in the 
Same amount as in variant 1, except that, in addition, 4 one-time lump-sum 
benefit would be granted to persons receiving a Croup 3 Disability pension 
who will not receive the normal pension increase. When the price increases 
go into effect in March 1985, this benefit would amount to 1,950 zlotys (195 
zlotys =x 10 months). 


3) Raise the family allowances paid to workers and annuitants and pensioners 
with incomes not exceeding 3,000 zlotys per person in the family from the 
1,800 zlotys now being paid to 2,000 zlotys, i.e., by 200 zlotys. Thus al! 
thoee in the lowest-isome groups would be compensated for the price increases 
on food. 


5) Raise allowances from social velfare funds and benefits from the alimony 
fund for persons who do not receive family allowances, by 195 zlotys monthly. 


All working persons who earn less than 11,000 zlotys monthly, i.e., about 
1.5 million persons, and 7 million persons drawing social security benefits, 
would be directly compensated monetarily. 


Variant 3 = Reduction of Rationing and Broader Range of Compensations 


This variant, just as variant 2, creates better conditions for balancing the 
market, and at the same time expands the range of persons covered by direct 
monetary compensations. The total sum of price increases on food would amount 
to 143 billion zlotys. 


in this variant the same increases in prices are provided as in variant 2, with 
the exception of sugar, which would be raised to 90 zlotys per kilogram, i.e., 
to an amount which would make it possible to discontinue its rationing. How 
ever, discontinuance of ration-coupons for sugar immediately when its price 

is increased, i.e., in March 1985, is not proposed, because this would require 
appropriation of additional foreign-exchange funds. As we know, it is now 
possible to buy sugar on a meat-ration coupon instead of meat. Some people are 
doing so. Coupons entitling purchase of approximately 50,000 tons of meat and 
meat products are being used for the purchase of sugar during the course of 

the year. If sugar-rationing is discontinued, there is a great probability 
that these coupons will be used for what they were originally intended, i.e., 
the purchase of meat and meat products. This would increase the demand for 
those items by about 50,000 tons a year in 1985. Because planned deliveries 
of meat do not cover this additional demand, it might become necessary to 
import meat. With the strained balance of payments and the need to set aside 
some foreign-exchange for the import of butter and lard, it is not possible 

to allocate additional funds for the import of meat. However, if the situation 
in animal-raising continues to improve and the procurement of slaughter animale 
is larger than envisaged in the plan, it may be possible to eliminate ration 
coupons for sugar by 1 July 1985, without raising its retail price. 
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The effects of the food price increases, as already mentioned, would amount 

to 143 billion zlotys in variant 3. This would raise the overall level of 
prices of consumer goods and services by 3.2 percent. The cost of maintaining 
a working family would increase by 4.2 percent. 


However, a price increase of this size would make it possible to considerably 
increase the number of persons benefiting from the direct monetary compensa- 
ticns. 


The growth of expenditures due to the increase in prices of rationed food 
in this variant amounts to an average of about 215 zlotys per person monthly. 


It is proposed that the direct compensation for this growth of expenditures 
be based on the following principles: 


1) Grant compensation amounting to 215 zlotys to a worker in a socialized 
workplace if his earnings do not exceed 15,000 zlotys monthly. The method 
of providing funds for the compensation is the same as in variant 1. 


2) Grant compensation to annuitants and pensioners as in variant 1, and 


a) increase annuities and pensions based on earnings of over 18,000 zlotys, 
if the amount of annuity and pension does not exceed 20,000 zlotys, by 215 
zlotys monthly, and on annuities and pensions higher than 20,000 zlotys bu: 
not exceeding 25,000 zlotys, by 110 zlotys monthly; 


b) grant a one-time lump-sum benefit to persons drawing a Croup 3 Disability 
pension, wio will not receive the normal pension increase, amounting to 
2,150 zlotys (215 zlotys x 10 months). 


3) Raise the family allowances paid to workers and low-income annuitants and 
pensioners as follows: 


--where the income does not exceed 3,000 zlotys per person monthly, from 
1,800 zlotys to 2,020 zlotys, 


--where the income is from 3,000 to 5,000 zlotys monthly, from 1,500 zlotys 
to 1,610 zlotys. 


4) Raise allowances from social welfare funds and benefits from the alimony 
fund for persons who do not receive family allowances, by 215 zlotys monthly. 


‘ll persons working and earning less than 15,000 zlotys, i.e., about 


lion people, and 10.2 million people drawing social security benefits, 
wou e directly compensated monetarily. 


4. Remaining Food Items 


As a result of the price increase on sugar and flour, contractual prices on 
derivative items, those for which sugar and flour are the basic raw material, 
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would have to increase. This pertains to such items as cakes and cookies, 
jams, stewed fruit and candy. It is estimated that prices of derivative food 
items would increase approximately as follows: bakery goods, 10-20 percent, 
candy, 5-20 percent, and jams, 8-20 percent. 


It would also be necessary to raise prices of ocean fish in the cod family 
(code, hake, etc.). These prices are within the category of regulated prices, 
established by the fishing enterprises in accordance with justified costs. 
Because the costs of the catches have risen, as well as the costs of process- 
ing, @ corresponding increase on the price of these fish is indispensable. 

It should be on the order of 15-30 percent, depending on the degree of pro- 
cessing involved; for example, a higher price on filleted fish than on whole 
fish. 


Official prices on popular teas (packaged domestically) must also be raised. 
An increase in tea prices is necessary to balance the market and make normal 
purchase possible. At present balance between supply and demand has been 
achieved only for tea in its original packages, the more expensive tea, which 
represents a 10-20 percent share of the market deliveries. On the other hand, 
the price of popular teas, packaged domestically, are much lower but it is 
not ordinarily possible to purchase them. Tea price increases are also based 
on its import prices. Following are examples of price increases proposed for 
teas packaged in Poland, in 10 decagram packages: the “Popular” brand, from 
25 to 40 zlotys; “Madras,” from 40 to 70 zlotys; and “India,” from 90 to 
150 zlotys. 


The effects of price increases on derivative articles (cod-family fish and 
popular teas) have already been included in the totals given in the particular 
variants. 


5. Prices of Fuel and Energy 


The prices of fuel and energy have not been changed for three years. In 1982, 
taking into account the results of the consultation conducted at that time, 
the degree of increase on these prices was reduced over that which was origin- 
ally proposed. But at the same time, it was made clear that another increase 
would be made the following year. In view of the relatively high cost of 
living because of other reasons, the price of fuel and energy was not raised 
in 1983. Nor was this done in 1984, 


This made for very large differences between the growing costs of coal-mining 
and the costs of selling it, and the retail price of coal. 


The retail price of grade 1 hard coal is 2,000 zlotys per ton, while this 
same coal is sold to units in the socialized economy at the producer price, 
which is 4,730 zlotys per ton. Similarly, the price of high-methane natural 
gas for households is 2.70 zlotys per cubic meter, while for industry it is 
12 zlotys. 


The possibilities of increasing the deliveries of fwel and energy both for 
industry, construction and the municipal economy, as well as for household use, 


49 

















are limited. Supplies are increasing slowly, but demand is increasing incred- 
ibly faster. Very shortly it may turn out that our economy will enter into a 
period of drastic shortages of fuel and energy. We can counteract this primar- 
ily by using fuel and energy more efficiently. That is why producer prices 

of coal, electric energy and gas are being gradually regulated. 


Therefore, retail prices of fuel and energy for the people will also be 
increased this year. This increase would be made after the heating season 
has ended, that is, on 1 April 1985. The retail price of grade 1 heating coal 
would rise from 2,000 to 2,600 zlotys per ton. 





It is also anticipated that the price of 1 kilowatt-hour of electric energy 
would go up from 1.80 to 2.20 zlotys, the price of high-methane natural gas 
from 2.70 to 3.50 zlotys per cubic meter, and the price of nitrided gas from 
1.90 to 2.50 zlotys. 


The increaseson prices of coal, electric energy and gas mean that payments 
for central heating and hot water must also go up. It is proposed that 
payment for central heating be raised from 5.50 zlotys to 9 zlotys per 1 square 
meter of living space monthly, and for hot water, from 2 zlotys to 3.50 zlolys. 
The relatively high increase in these payments is justified by the very high 
cost of heat and hot water (in the municipal economy it amounts to about 

38 zlotys per 1 square meter of living space monthly), as well as by the fact 
that at the present level of these payments, those who have central heating 

are doubly privileged: they do not have the problems of heating with coal or 
coke, aid at the same time the cost of heating their home is lower. Payments 
for central heat are, and will be, even after the increase, lower than the 
costs of heating with coal or coke (to say nothing about electric energy or 


gas). 


Very large subsidies will still have to be paid for heat in dwellings, even 
after the increase. 


It is expected that the increases in prices of fuel and energy in 1985 will 
amount to a total of 26 billion zlotys, which the people must absorb. 


* * * 


The growth of industrial goods and services will be tied to increases on 
prices of basic raw and other materials, which are rising as a result of: 


--changes in procurement prices of imported goods, 
--changes in foreign-currency exchange rates, and 
--the adapting of the prices of domestic raw materials to the costs of produc- 


tion. 


Prices of industrial goods and services, as we know, are for the most part 
agreed-upon prices, set by the enterprises. To a large extent, therefore, 
what they will be in 1985 will depend on how the enterprises manage, how 

well they do in reducing costs, and how efficiently employment is utilized. 
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Table 4. Growth of Expenditures Per Person in Average Working Family Due to 
Price Increases on Rationed Food! 
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Key: 
1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 

10. 
ll. 
12. 
13. 
14, 
15. 
16. 
17. 
18. 


Food items 
Average 
Average 
Variant 1 

Variant 2 

Variant 3 

Average price increase 
Growth of expenditures 
Growth of expenditures 
Growth of expenditures 
Flour 

Groats, cereal flakes, 
Vegetable fats 

Animal fats 

Butter 

Sugar 

Meat and meat products 
Total on rationed food 


per kilogram, 
per person, in 
per person, in 
per person, in 


rice 


items 


allotment, in kilograms 
present price, in zlotys 


in zlotys 

zlotys (col. 2 x 4) 
zlotys (col. 2 x 6) 
zlotys (col. 2 x 8) 


Growth of expenditures computed on basis of ration-coupon allotments 





The government has undertaken a series of measures aimed at reducing, as much 
as possible, the effect of the increase on prices of basic raw and other mater- 
ials on the retail prices of finished industrial goods purchased by the people: 


--The ban on increasing agreed-upon prices of consumer items has been retained, 
with the exception of those cases in which price increases are justified by 
a growth in costs of >roduction which are not under the control of the enter- 


prise, but are primarily caused by higher prices on basic raw and other 
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materials, or on energy and transportation tariffs. In 1984 this ban helped 
to reduce the scale of increases instituted by producers on commercial items. 


--Further restrictions were made this year. Enterprises no longer have the 
right to shift the full effects of price increases on basic raw and other 
materials, or transportation and energy tariffs, onto the prices of their 
products. On the one hand, this should contribute to a weakening of the 
growth of prices on finished products purchased by the people, and on the 
other hand it should force greater economies in materials as well as in the 
transportation of goods. 


--Also retained was the principle introduced in 1984, that a retail price 
cannot be increased more than 10 percent, even when a growth of costs of prod- 
uction, not under the control of the producer, justifies a higher price in- 
crease. Only in very exceptional cases, when application of this restric- 
tion would make production unprofitable and force the producer to stop 
manufacturing a basic-necessity product, is it possible for him to obtain 
permission for a higher price increase. 


It is anticipated also that increases on prices of some commercial items 
which are not items of basic necessity my be higher than the growth of costs 
of production would indicate. This applies primarily to those situations in 
which a lack of balance between supply and demand makes it impossible to 
purchase these products in the normal way and is the source of wide-scale 
speculation and sales on the so-called “second” market at much higher prices. 
These types of price increases would be made by increasing the sales-tax 
rates. And the reverse would be true. In a situation where current supply 
exceeds demand, sales-tax rates may be reduced, for example, on high-quality 
electronic equipment. 


Changes in sales-tax rates will be made during the year on the basis of an 
examination of the state of the money-market balance and by taking into 
account the effects of the food price increases on market balance. Therefore, 
we also have the effect of the choice of variant of food price increases: 

the greater the equalizing effects of this increase, the less need there is 

to change sales-tax rates for this purpose. The amount of funds allocated 

for direct monetary compensation of the effects of the food price increases 
will also have a large impact. If these compensations result in a 

growth of personal incomes beyond the amount envisaged in the National Annual 
Plan for 1985, a correspondingly larger increase in prices of commercial items 
(due to growth of sales-tax rates) will be necessary in order to ensure that 


funds for this purpose are available. 
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POLAND 


FRENCH COMMERCIAL COUNSELLOR DISCUSSES TRADE POSSIBILITIES 
Warsaw RYNKI ZAGRANICZNE in Polish No 134, 8 Nov 84 p 4 


[Interview with Pierre Secret, commercial counsellor at the Embassy of France 
in Warsaw, by Jan Anusz: “French Employers Rediscover Polish Market"; date 
and place not given] 


[Text] The recent visit to Poland of a large delegation 

of the French business community under the auspices of 

the CNPF [National Council of French Employers] was yet 
another important step toward rebuilding the system of 
promotional contacts between Poland and France. We have 
asked Mr Pierre Secret, the commercial counsellor at the 
French Embassy in Warsaw, to comment on the significance of 
this visit in the context of the future development of 
economic relations between our countries. 


[Question] Mr Counsellor, how would you evaluate the course and outcome of 
the visit by the employer representatives? 


[Answer] I believe that this was a highly successful visit and that it should 
bear fruit in the future through new transactions and initiatives in trade 
and economic cooperation. After all, several contracts were signed during 

the delegation's visit in Poland, which I consider to be a good sign. I would 
like to stress that the visit of the CNPF delegation had dual significance: 

in the “official” aspect it meant the return to more stable conditions of 
exchange, whereas in the “operational” aspect it confirmed and reinforced 

the striving of both parties to continue the regular course of trade. 


[Question] After ill, Poland has invariably been the second largest trade 
partner of France in CEMA for many years... 


[Answer] Yes; this year, after a couple of "lean" years, we are registering 
the return of an upward trend in trade turnover. Also, the trade now 

results in a surplus for the Polish side. In the first quarter of this year, 
the delivery of two ships was a boost to Polish exports of industrial 

goods to France. Unfortunately, in the immediate future it will be difficult 
to maintain such deliveries due to well-known difficulties with sales 
currently experienced by French shipyards. These issues were on the agenda of 
the recent meeting of the French-Polish working group for the shipbuilding 


industry in Gdansk. 
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[Question] Indeed, statistical data point to growth in Polish-French 
turnover of goods, though it is still unsatisfactory given existing 
opportunities and needs of the two partners. However, let us return to the 
visit of the CNPF delegation, which has so characteristically coincided 
with the renewal of meetings at the level of working groups. Are the 
members of the mission satisfied with the contacts established and the 
talks held? 


[Answer] I think that they have every reason to be satisfied. The number 
of meetings, 150 over several days of the visit, shows the branch different- 
iation and wide scope of interests of our partners. In many cases, those 
were the meetings of contracting parties who know each other very well, 


because in the past they have signed many mutually advantageous contracts. 


[Question] Indeed, I had an occasion to learn this during my conversation 
with the representative of the Valeo company, which has been cooperating 
with our Polmot for years. Among other things, this company purchases 
ball bearings in Poland and is very satisfied with the course of 

exchange so far. 


[Answer] I am aware of this. Also, I would like to stress that despite 
various difficulties and tensions in relations between our countries the 
regular businesslike mode of trade is preserved and kept up. A great 
number ot enterprises of different sizes participate in this trade on 
the French side. To be sure, the era of “giants” in our trade marked by 
a great role of several large concerns making important deliveries of 
production equipment to Poland has passed. However, in the long run 
transactions of various scope with the participation of many enterprises 
should be the backbone of every trade relationship. 


[Question] Mr Counsellor, the French negotiators certainly took interest 
in the significance of the economic reform and the prospects offered by 
the new 5-year plan for boosting trade and cooperation in Poland. 


[Answer] These topics were addressed quite frequently in talks held at the 
ministerial level, at the Planning Commission of the Council of Ministers 
and especially at the very interesting meeting with Minister W. Baka. 
Members of the CNPF delegation were especially interested in Polish projects 
in the field of developing car and tractor production, telecommunications, 
chemistry... 


[Question] Certainly, some French companies would be interested in 
participating in modernization and in increasing the output of installations 
erected by France in the past. 


[Answer] There is no doubt about it. This is a logical conclusion. 
However, I certainly cannot make a judgment on this right away. Still, 

it seems to me that great opportunities exist in, for example, modernization 
based on installing special equipment preventing environmental pollution. 
French companies have considerable experience and impressive references 

in that field. 
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[Question] At one time, a lot was said and written about industrial 
cooperation of Polish and French companies. At present this topic has 
faded, and the once quite rapid stream of mutual cooperation deliveries 
turned into a weak trickle. What is your opinion of opportunities for an 
improved situation in this regard? 


[Answer] As far as I know, the topic of cooperation was touched upon in 
numerous working meetings of the members of the CNPF delegation at many 
industrial enterprises and foreign trade organizations. I think that 
opportunities for cooperation may arise in, to mention just one, tele- 
communications and also in joint deliveries to third markets. Small and 
medium-size enterprises still remain an unused sphere of cooperation, despite 
many attempted organizational simplifications in this field and large 
promotional funds allocated. 


[Question] Would you say that the current acceleration of the process of 
structural shifts in French industry aimed at creating international 
specialization may also provide an impulse for new cooperation links with 
foreign partners, including the Polish economy, which is also unavoidable 
embarking on a road of structural transformation as far as its opportunities 
allow? 


{Answer} In the broadest sense this reasoning seems to be correct, though 
to my mind the difference in the scale and nature of the changes occurring 
in the French and Polish economies is too large. However, I do not rule 
out the possibility that realistic chances of cooperation based on the 
new division of labor will be discovered in the course of an in-depth 
analysis of mutual opportunities. 


[Question] Mr Counsellor, the official French presence at the Poznan Fair 
was one of the signs of stabilization in mutual relations. What will 
next year bring in this respect? 


[Answer] Certainly, we will come to Poznan again! Also, I would like to 
see an opportunity arise for certain new initiatives in the treaty policy 
between Paris and Warsaw in the new year. 


[Interviewer] Thank you very much for the interview and interesting remarks. 
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POLAND 


TRADE WITH LESS DEVELOPED COUNTRIES DISCUSSED 
Warsaw SLOWO POWSZECHNE in Polish 15 Nov 84 p 3 


/Interview with Jerzy Kapuscinski, director general of the Ministry of Foreign 
Trade, by Michal Maliszewski/ 


/Text/ /Question/ I understand that there is nothing easier than trade with 
developing nations, because whatever we have offered them has been accepted, 
and im return we have received coffee, cocoa, pepper, and bananas. 


/Answer/ This is a rather universally accepted myth, as is the fact that trade 
with deve loping countries, which are known as the world where the sun never 
sets, is simple, easy, and without conflict. 


Above all, we must realize how large this market is, and as a consequence, how 
singularly different from the point of view of the level of development, poli- 
tical orientation, customs, system of operation, wealth, etc., are the factors 
which must be taken into consideration in cooperation with a specific partner. 
Consequently, we cannot apply any measure to it. Poland maintains trade rela- 
tions with a hundred developing nations. It maintains state agreements of 
various sorts with several dozen of these countries, and our trade representa- 
tives are active in over 30 of them. Even so, approximately 80 percent of our 
export falls to less than 20 percent of these countries. However, we knowingly 
carry out a policy of a certain geographic trade concentration within the limits 
of the export and import potential. 


The conviction that each offer will be accepted and that the developing nations 
are incapable of accepting modern technology is deeply established in our society, 
industry, and even among economic advisors on different levels. This view is 

most often a result of a lack of personal experience or, among other things, 

due to the fact that for over 20 years our trade relations with these nations 
have continued to grow. They were even growing during the climax of our crisis, 
when our imports from these nations fell drastically. As a result, many 
materials important to our economy, including fodder, tea, pepper, and rice 

are being imported. However, imports of lemons, organes, and bananas are 

less frequent. 


We buy as much as we can afford, and exports are basically determined by the 
goods offered by our industries, which nevertheless include a wide assortment. 
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From the point of view of volume of delvieries we have nothing to be ashamed 
of. We are on the median level within CEMA. 


In my opinion, the developing nations represent a good opportunity for our 
electromachinery industry, whose output is difficult to market in the developed 
West. On the other hand, now and even in the near future that which we will 
produce will be purchased by the developing nations, and in general the techno- 
logical level of our goods is still acceptable to then. 


/Question/ I understand that despite this it will still be a while before we 
see any citrus fruit, since raw materials such as phosphate rock and cotton 
are more essential to our economy. 


/Answer/ Despite the fact that raw materials, fodder, and agricultural products 
being supplied to our economy total approximately 30 percent of our import from 
the developing countries, we must realize that it will not be possible to main- 
tain this trade structure with the Third World. The fact that we have exported 
manufactured goods, capital goods in particular, in exchange for their raw 
materials is now being strongly criticized by partner nations. In the 1970's 
we imported some manufactured goods from these nations. These included machine 
tools, refrigerators, fans, and handicraft goods from India, and footwear from 
Brazil. However, the percentage of these goods was small in comparison with 
total imports. 


Moreover, the practice of cash trade with developing nations, even for the 
construction of entire facilities and highways, has passed. Previously we had 
many such projects especially in the wealthier developing oil exporting nations. 


Currently, we must grant credits for exports of almost all capital goods. 
Presently, the granting of low interest credits for 4 to 5 years or the more 
favorable 20 to 25 years represents a prerequisite for concluding a trade 
agreement. In acdition, favorable credits represent a strong competitive tool. 
In particular, it is the Western nations which use such methods as favorable 
government credits of three percent for 20 to 25 years. Also included are 
funds from international sources such as the IMF, which create very favorable 
terms for industries from the capitalist nations, and which are not available 
to our enterprises because of the West's refusal to grant us IMF membership. 


/Quest ion/ Is our availability of credits the only obstacle to trade relations 
with the developing nations? 


/Answer/ Credits by themselves are not the only reason. Clients from the 
developing countries are currently demanding more frequent binding transactions. 
In other words, they want to export more manufactured goods, not only raw 
materials as in the past, and this in an export ratio of 1:]. Consequently, 
long-term credits are not sufficient for our Tunisian partners. They also 
demand that imports of textiles and other manufactured goods total at least 
one-half of the value of our exports. Our Indian partners also want us to 
purchase machine tools, auto parts, and cosmetics from them. We can give many 
more examples of this. The trend to balance raw material trade with manufac- 
tured goods trade is universal. 
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The level of complexity is advancing rapidly in the developing nations. It 

is becoming difficult to trade in a world where so many nations are in debt to 
the degree that they are forced to decrease their imports severalfold and are 
often unable to pay for already delivered goods. The majority of the developing 
nations do not have hard currency reserves. Consequently, we are trying to 

solve the problems by concluding compensation barter agreements, which will 
allow for trade despite the monetary problems and will reduce the risks involved. 
We hare recently concluded several such agreements with some important trading 
partners. 


/Question/ What else is the ministry doing in this increasingly unfavorable 
situation? 


/Answer/ Last year the government made appropriate decisions regarding the 
development of economic cooperation with developing nations. These are based 
on a realistic evaluation of the conditions, and stipulate export activation 
through economic mechanisms, as well as an appropriate growth in imports. 
This is not the first time in the history of Poland's foreign trade that such 
a program has been implemented; however, such matters have never been treated 
in a systematic manner. Conditions have now been established for increasing 
our export selection, as well as facilitating capital exports. Funds for 
promoting sales in distant markets have also increased. 


However, it is not possible to conceal the fact that Europe represents a more 
accessible and easier market for Polish foreign trade. The foreign trade 
enterprises are active here, and briefly speaking one can pick up the telephone 
one day and delivery takes place the next. Whereas a delegation must first be 
sent to Asia to negotiate the terms, shipping instructions, consider justifiable 
delays, as well as the fact that hard currency funds will be inaccessible for 
many months. Therefore, it is not surprising that the export growth rate last 
year, particularly to the capitalist countries, was greater than that to 
developing nations. 


The minister of foreign trade allocates monetary awards to enterprises based 

on their successful export achievements to developing nations. However, merely 
facilitating foreign trade is not enough. Above all, there is a need for a 
suitable offer to be made by the producers, thereby making their roles decisive. 
We must also add that production for export is undoubtedly a more difficult 

task than deliveries to the domestic market, and under existing conditions it 
necessitates considerable effort by factory workers and management. 


/Question/ It would appear from this that besides preference for trade rela- 
tions with developing nations we should orient our industry to satisfy the 
needs of these countries. But is this being addressed? 


/Answer/ Many goods which can still be sold there today will be outdated in 

2 to 3 years, and we may experience great difficulties in finding customers. 
Generally speaking, we should be concerned about developing new production and 
technology. Even during its crisis period, the West did not halt research on 
new technology. At the same time, from an observational point of view the 
Ministry of Foreign Trade does not adequately realize what the industrial 
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research departments and design bureaus are involved in. For now we do not 

see any significant results from their work. We note the existence of a certain 
technological gap, but wherever possible we must overtake or even surpass the 
world by promoting our own goods based on new technology. That is why we are 
calling for a mandatory restructuring of our industry into directions which 
promise export opportunities. It is necessary to carry out essential invest- 
ments selectively, especially those needed by the antiquated machine shops, 
particularly in areas where we have established ourselves as suppliers. 


We have an idea on what to offer specific countries in 3, 5, or 7 years from 
now. However, this necessitates constant research and marketing studies, which 
would adapt our exports and provide market recognition by a trade and manufac- 
turers organization. Export development is a goal which all of us must realize 
and do everything possible to achieve. Without exports it will be impossible 
to increase the necessary import of goods to supply our industry and domestic 
market. 


/Question/ How do evaluate our export of services, particularly discussion 
on the export of construction services. 


/Answer/ We may not be a great power in the area of export of services, yet 
we do have considerable potential which, in my opinion, can be doubled in a 
very short time. Such opportunities exist in the markets of the developing 
countries. However, this must be done sensibly, efficiently, and with pencil 
in hand. In any case, we have a lot of experience in this area. 


Another reason for Polish presence abroad is that the more of us there are 


abroad the better the chance for promotion of our goods and the opportunity 
for the development of economic cooperation. 
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FOREIGN TRADE PROVISIONS IN 1985 PLAN DISCUSSED 
Warsaw RYNKI ZACRANICZNE in Polish No 119, 4 Oct 84 p 8 
[Article by Pawel Kosmala: “Tasks for the Next Year") 


{Text} The 2-month review of Central Annual Plan [CPR] 
for 1985 was without precedent in the history of the 
management of national economy. That review made it 
possible, at an earlier time than ever before, to inform 
the key sectors of national economy, especially the 
producers, under what internal and external conditions the 
economy will function next year. This information included 
the degree of difficulty in achieving the basic production 
results and the economic and social targets set by the 
central government. 


Of course, the review did not leave out foreign trade. It was practically 
universally thought that the aggregate growth indices of exports and imports, 
included in the draft plan for 1985, accurately reflected the capabilities 
of Polish economy. 


Currently, foreign trade enterprises and partnerships are starting to work 
on their own plans for the next year. Their compatibility with the 

central government outlines is necessary to solve effectively basic economic 
problems which are directly related to the foreign trade situation. 


In this crucial planning phase, it is worthwhile to restate in some detail 
the basic features of the Central Annual Plan regarding economic cooperation 
with foreign countries in 1985 and to talk about management tools which 

will affect the achievement of planned objctives. 


Modest but Realistic 
Foreign trade growth indices in the Central Annual Plan for the next year 


will not amaze anybody. They are definitely lower than this year and also 
lower than in the National Socioeconomic Plan for 1983 through 1985. 


In current prices, export should grow by 5.7 percent and its volume should 
be higher than actually expected this year by 4.8 percent. Comparing the 

















last index with the anticipated increase of industrial production and national 


income (104.2 and 103.2, respectively), it can be seen that the planned 
elasticity coefficient of export in relation to production and national 
income is very low, actually approaching zero. This may evoke some protests, 
especially in the context of high export elasticity in relation to production 
this year (this year, after 8 months, exports in constant prices grew to 
108.9 percent and industrial production to 104.8 percent, i.e., the 
elasticity coefficient was 1.85). Being realistic, however, forces us to 
accept such a relatively low growth of exports. The important point is that 
basically all reserves which permitted the growth of export are almost 
exhausted--this especially applies to the export of raw materials--while 
proexport mechanisms built into the economic management system cannot 
produce immediate results. 


Exports to the first payments area all supposed to increase next year by 
7.0 percent (in constant prices by 4.1 percent), i.e., at a rate slightly 
higher than total export. The volume of basic raw materials is not expected 
to grow; this includes coal, copper, sulphur, and zinc. For other goods in 
the category of raw materials, chemicals and mass consumption articles 
various trends are anticipated. A decrease of sales is anticipated for 
metallurgical products, paints and laquers, synthetic fibres, cotton, wool 
and silk fabrics. An increase is expected in exports of copper products, 
pharmaceuticals, cosmetics, paper and cardboard, furniture, clothing 
industry products and footwear. 





Overall, in the so-called other goods category, export to the first payments 
areas should increase by 3.9 percent in current prices according to the 
preliminary figures of the CPR for 1985. The volume of these exports, 
however, will decrease by 2.3 percent. Thus, the total burden of the increase 
of exports to socialist countries will be borne by the products of the 
electrical machinery industry. The value of those exports, according to 

the forecast, should increase by 8.3 percent of the expected total results of 
this year. The volume of delivery of these products is expected to grow at 
the slightly lower rate of 7.4 percent. This growth is remarkable, however, 
since the growth after 8 months this year was a little less than 4 percent. 


The preliminary CPR forecast is that exports to second payments area 
countries will amount to 106.3 percent in current prices. In constant 
prices that increase will be 103.9 percent. 


No real increase of raw material exports to free currency areas can be 
expected. This applies primarily to coal, sulphur, zinc, silver and coke. 
On the other hand, copper and copper products exports may grow some. 


In the other goods category, a high growth is expected for semifinished 
chemical products, hardboard, linens, silk fabrics and pharmaceutical 

products. A falling trend is expected for cement, fertilizers, cane, 

pressed wood, cellulose and artificial fibres. 


The plan authors were very careful in forecasting increased export of 
goods included in the foodstuffs category to the second payments area. In 
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fact, one should not use the term “growth” because the index is expected 

to move to just 101 percent. Possibly, thanks to favorable development in 
agricultural production and arresting the backward slide of animal production, 
there msy be some additional export possibilities in the category. 


As in the case of exports to the first payments area, exports in the free 
currency area depend on the growth of deliveries of electrical machinery 
industry. It is anticipated that this export, in current prices, should grow 
by 10.4 percent and its volume by 6.8 percent. This is a wery difficult task 
considering that in the current year we are still witnessing a decline in 

the volume of electrical machinery export to the second payments area. The 
primary task for the next year will be to reverse the falling export trend 
in three main groups of electrical machinery industry products: transporta- 
tion items, complete installations and certain types of machinery and 
equipment (mainly for power plants, the chemical industry and mining). 


Preliminary CPR figures predict for the next year an increase of import value 
by 9.5 percent overall and of its volume by 3.3 percent. Purchases in the 
first payments area are expected to increase by 9 percent and in the 

second payments area by 10 percent. 


It is expected that imports of investment goods will remain unchanged from 
both payments areas. “ic fastest growth is expected for subsistence imports 
(by 5 percent from the {!rst payments area and by 8.4 percent from the second 
area). Also a small {‘n-rease of market imports is expected, from the first 
payment area exclusively. 


The System of Management 


The foreign trade growth indices included in the preliminary CPR, especially 
those of export, are, as we said before, quite realistic. This does not mean 
that achieving them will be simple, especially in the case of electrical 
machinery, since its level of export next year is already determined to a 
great extent both on the supply and the demand sides. Nevertheless, it is 
obvious that the realization of next year's exports will be greatly affected 
by the economic tools used in the area of both production and trade. 


It can be said now that one should not expect any revolutionary changes 
from last year in the characteristics and the reach of economic tools. But 
the impact of many of the toole will be strong, especially those that were 
introduced during this year and, because of their nature, could not have 
immediate effects. 


It should be expected that the supply of basic raw materials, of other 
material and of fuels in 1985 will be guaranteed to be sufficient for the 
production of items destined for export to the second payments area. At the 
same time, the supplies necessary for production for the export of other goods 
and services in accordance with the list developed by the minister of 

foreign trade together with the minister of materials management and the 
chairman of the Planning Commission will be also assured. 
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The policy regarding currency rate of exchange is always severely 

criticized but it is slowly becoming more active. It is enough to state 

that the two devaluations of the zloty this year are exceeding the rate of 
inflation. Thus, there is no reason to consider an increasingly bold 

policy im this field. It gust be expected that the September devaluation may 
be followed by others in 1985. The responsiveness of exports to changes in 
the rate of exchange, however, appears to be decreasing and successive 
devaluations of the zloty have not brought positive export changes. 


The incentives used so far to stimulate exports will be continued, namely: 
income tax relief for exports, a relief in payments to the PFAZ for paying 
avards out of wage funds, no turnover tax for export production refund of 
turnower tax collected in the earlier phases of production and the award fund 
of the foreign trade minister obtained out of the budget for special 
achievements in the field of exports. It should be expected that it will 

be mext year before enterprises start feeling the changes in the income tax 
and the payments for the PFAZ which were made in March this year. 





Next year, the institution of auctioning convertible currency will 
continwe for the enterprises which have not yet earned any rights to 
convertible currency. The possibility of increasing the maximum amount 
which can be obtained is being considered. 


Efforts to set up 4 system which would stimulate exports are continuing. 
Really, at this time, there are no instruments to improve the export 
efforts. This is reflected in the balance account. The necessity to 
introduce a system of preferences for effective export producers is beyond 
discussion. It is very probable that such a system will be operational 
next wear. Also under consideration is the introduction on an experimental 
basis of a system of giving credits for exports to the first payment area. 


Next year, the system of income tax relief for investing in production 

and service enterprises for the purpose of increasing their exports will 
continve. Convertible currency credits will be given for expanding the 
export potential on the basis of currently used criteria. It is necessary 
to add here, however, that those criteria are severely criticized and 
practically no enterprises are interested in taking advantage of the 
systen. 


Next year is the last year of the National Socioeconomic Plan for 1983 
throwgh 1985. The level of exports achieved in 1985 will be the basis for 
developing the plan for 1986 through 1990. Everything indicates that at the 
end of next year the volume of exports to both the first and the second 
payments area will equal the precrisis year of 1979. The physical dimensions 
of imports, however, will be emaller by one-fifth than during that year 

and imports from the second payments area will be more than one-third 

lower. This shows, on the one hand, the elasticity of our economy, which in 
a short time adjusted to lesser import requirements for production and for 
export and, on the other hand, what effect the burden of servicing foreign 
debt has had. 


8801 
CSO: 2600/248 


63 











POLAND 


COOPERATION WIT) *:% &)..C\RONICS INDUSTRY 
Warsaw RZECZPOSPOLITA in Polish 26 Nov 54 p 7 


/Text/ From the l6th to the 24th of November, a delegation of the PRC elec- 
tronics industry visited Pr'end headed by the minister of that industry, Jiang 
Zemin. The visitors toure: i« plants of the electronics industry throughout 
the country, showing interest in the degree of modernization and in the produc- 
tion process as well as in the possibilities of expanding various forms of 
cooperation between the two countries in this field. During the course of 
discussions with folish representatives, headed by Minister of Metallurgy 

and Engineering Industry Janusz Maciejewicz, the transformation of the existing 
executive body which coordinates cooperation in the field of electronics into 
a permanent PRL-PRC working body was agreed upon. This body will function 
within the framework of the Polish-Chinese Government Committee for Economic, 
Trade and Scientific-Technical Cooperation. 


At the conclusion of the visit, a protocal was signed in which, among other 
things, decisions regarding the directions of further cooperation in the elec- 
tronics field were included. The PAP journalist asked the heads of both 
delegations to characterize the prospects for the development of Polish-Chinese 
cooperation in the field of electronics. 


Minister Jiang Zemin 


"A week is too short a time to become thoroughly acquainted with what the 
Polish electronic industry represents and with its degree of development. 
While visiting the 14 enterprises, we were greatly impressed with the modern 
equipment and especially with the use of computer technology. This is evident 
in the scientific-research and planning work as well as in the enterprise 
management processes, in the manufacture of machine tools which are digitally 
controlled, etc. The fact that many electronic products manufactured in Poland 
are adapted to and uniform with world standards makes the exchange of goods 
easier and, therefore, could be of great significance to the development of 
our cooperation. 


"I feel that we have made a good start in the direction of a more intense 
development of our contact in the future. In the field of electronics, Poland 
is one of the first foreign partners with whom we have established cooperation. 
We do not intend to limit ourselves only to the exchange of manufactured goods 
bui will promote the exchange of technology, of specialized groups, etc." 
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Minister Janusz Macicjewicz 


"I also feei that this meeting of several days was the first phase in estab- 
lishing cocoer-tion between the electronics industries of our countries. 
Actually, we ave already had contact earlier, however, never with such a 
large participation of experts, specialists and people who are directly involved 
in production. Above all, we are counting on cooperation in solving technical 
problems and in the exchange of technology and experience. We are too small a 
country to be able to supply the Chinese market with any significant amounts 
of manufactured goods. However, we can convey to them production technology 
and provide them with equipment and machinery for the manufacture of specific 
goods. We are also counting on the possibility of obtaining certain raw and 
other materials which are indispensable for the electronics industry and which 
are not found in Poland.” 


9853 
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POLAND 


POSSIBILITIES FOR TRADE WITH INDIA EXAMINED 
Warsaw RYNKI ZAGRANICZNE in Polish No 145, 4 Dec 84 p 4 
/Article by Barbara Kosmala: “Poland Returns to New Delhi"/ 


/Text/ The recent tragic events that stunned India in 
the latter part of November had little effect on the 
country's trade or economy. Similarly, the political 
situation returned to normalcy and public tensions 
subsided. It is certain that the underlying problems 
of this country and continent will require a long 

time to be resolved. 


It is the opinion of the Indian Government that the 
only way to ease the public's anxieties is a 
flourishing economy. This proposition to a 

certain extent is already taking effect. India has 
reached the capability of satisfying the nutritional 
needs of her citizens. Its next step is the 
industrialization of the country. The methods employed 
in achieving this goal are unlike the ones relied upon 
by some of the developing countries of Africa. 


Without any further delay, India wants to have access 
to the most modern methods of technology available. 
The country's economy is going through a period of 
"breakthrough to the West." Imports show a steady, 
heavy volume, with indications of selectiveness for 
the best technical systems available. Policies of 
the government are directed toward the acquisition 

of foreign licensing to manufacture and know-how. 
Much less enthusiasm is shown for the purchase of 
finished products. The importation of goods and 
machinery which are domestically producible is simply 
forbidden (e.g., electric motors). 


The importance India places on foreign trade is shown by the fact that 
the New Delhi International Trade Fairs at one time were held on a 
sporadic basis but for the past few years have been regularly scheduled 
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into a program aligned with the rest of the trade fairs. After a 
4-year interval in which we did not attend, Polish foreign trade centers 
were represented at this year's New Delhi Fair. 


India is one of our most important partners among the developing 
countries. Our transactions are regulated in accordance with the 
5-year clearing trade agreement signed in January 1981. Poland mainly 
imports agricultural products and manufactured goods of India's light 
industries. The principal items that we import are animal fodder, 
tea, coffee, pepper, jute, leather, mica and textile products. To 
India we export mostiy capital investment goods, such as electric 
power plants, shipbuilding and textile manufacturing equipment, 
products of our electrical industries and a variety of other goods. 


Members of the foreign trade enterprises representing the Polish 
electrical engineering industries attended the New Delhi Trade Fair. 
Exhibiting their products were Agromet-Motoimport, Bumar, H. Cegielski, 
Kopex, Metalexport, Metalexport-Vis, Metalcoop, Metronex, Mostostal-Export, 
Polimex-Cekop, Rafamet, Unitra; information booths were manned by 
Polservice, LOT, and PIHZ /Polish Chamber of Foreign Trade/, the 

organizer of our fair attendance. 


An interesting proposition for a cooperative project was presented 
to the Indian clientele, well suited to their needs and attesting to 
our knowledge of this market and the adaptability of our foreign 
trade enterprises. An area with promise of economic cooperation is 
created by the part we play in the implementation of the Indian 
program for expanding their coal production. India is planning 

to increase its coal output from the present 140 million tons 

to 400 million tons by year 2000. Our Kopex firm is expecting to 
receive new orders for mining combines, conveyors, mobile casing 
structures, rescue equipment and replacement parts for this 
specialized equipment. We submitted proposals for the construction 
of several installations designed for converting coal (so-called 
scrubbers). We should add that our industry in this field of 
endeavor is running into stiff competition from English firms 
engaged in the construction of mining equipment. The ongoing crisis 
in the English coal industry is responsible for their eagerness to 
penetrate the markets of developing nations. 


The cooperation between the Indian and Polish shipbuilding industries 
has a historical background dating back more than 20 years. At one 
time the H. Cegielski Plants were the sole supplier of power plant 
requirements for vessels built in India's shipyards. The worldwide 
recession in the shipbuilding industry also affected India to a 

certain degree. The cutback in shipyard orders prompted the Hi. 
Cegielski Plants to attempt to remedy this situation by exporting 
stationary electric power plants of small capacity (1 to 1.4 megawatts) 
powered by a motor designed for ship installations and also combining a 
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series of generating units coupled to low RPM engines for the larger 
power plants. This seems to be a plausible concept for a country 
whose energy industry depends heavily on hydropower, which is very 
unreliable due to the capricious ci matic conditions. 


The development of India's agriculture, which has undergone many 
years of unrelenting pressure, will require substantial acquisitions 
of farm equipment. As far back as the mid-1960's cooperative efforts 
were initiated for the promotion of tractor building in India. 

This year the newest achievement of our farm machinery industry's 
cooperative effort was exhibited in New Delhi, namely the Bizon 
tractor, assembled in India by Shyan International using parts and 
subassemblies manufactured both in Poland and locally. The Indians 
are interested in Polish harrows and crop spraying equipment which 

is manufactured by Agromet-Motoimport. 





In much the same manner as Agromet, Bumar is negotiating cooperative 
efforts with its Indian counterpart for shipping cranes to India 
which will be assembled on framework produce by then. 


Unitra has been exporting black-and-white TV picture tubes and 
component parts for various electronic devices. Hoping to arouse 
Indian industry's interest for buying elements used in the construction 
of color picture tubes, Polcolor demonstrated its products to New 

Delhi contractors. A two-way radio system permitting uninterrupted 
communication between neighboring railroad stations and train 

crews was a new item offered. This concept stimulated lively interest 
among our Indian partners. 


A novel approach by Metronex in the course of its first participation 
in the New Delhi Fair is a carometer--a device having implementation 
in land and mine surveying, cartography and urban planning and 
containing a microcomputer produced in Poland by Mera-Elza. The 
price of this apparatus runs in the vicinity of $12,000. Metronex 
executives are counting on a large demand for and sale of component 
parts for the building of household gas and electric meters for 

those that are used in the mining industry. In the last few years 
the total value of goods exported to India has increased remarkably. 
On no other market has Metronex shown such dynamic growth. 


Offerings from Polish industries to the Indian buyers cover quite a 

wide variety of products which would be too difficult to list in full 
detail, complete industrial installations (e.g., for the food and 

chemical industries) and also know-how technology, projects, 

supervision, consultation, etc. All trade personnel representing us 

on this market confirm that our Indian partners are very demanding 

and extremely cautious. Confidence and reputation are gained with 
difficulty and an early spectacular success in the development of common 
interests cannot be counted upon. Nevertheless, there are many vistas in 
which the possibilities of mutual involvement have as yet not been explored. 
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POLAND 


METALEXPORT OFFICIAL DISCUSSES MACHINE TOOL EXPORT 
Warsaw ZYCIE WARSZAWY in Polish 5 Dec 84 pp 1,2 


[Interview with Marian Zaloga, deputy director general of the METALEXPORT, by 
Henryk Chadzynski | 


[Text] [Question] The export of the electromachine industry to capitalist 
markets has clearly been disappointing. Instead of the expected growth we are 
noting a decline in the sales volume. Machine tools represent a significant 
position in this export. It is characteristic that next to the Soviet market, 
the U.S. market was the largest area of sales for machine tools. What is the 
export situation today in this branch of industry which, after all, represents 
more than half of the sales of METALEXPORT? 





[Answer] For the past 35 years, that is, as long as METALEXPORT has been 

in existence, machine tools have been our main export good. Indeed, in the 
70's their export to socialist as well as capitalist countries, including 
highly developed ones, was growing fast. In the past few years export has 
declined, particularly with regard to hard currency countries. There are 
various reasons for this. Ecoromic stagnation had clearly influenced it (the 
trade with machine tools, namely the means of production, is extremely 
susceptible to the ups and downs of the market), and sanctions; for example, 
the enormous increase in custom duties on [our] imports to the United States. 
All of these are very unfavorable external conditions. At the same time, 
however, one must see the domestic obstacles, particularly the technical level 
weakening our competitiveness. 


[Question] What is the situation of machine tools on the world market in this 
respect? 


[Anewer! Every crisis intensifies competitiveness. This in turn promotes a 
rapid development of new techniques and new technologies, so as to get a 
better place in the line to fewer buyers. In the past few years one has been 
able to observe a new wave of technological progress in te world. In 
industrialized countries new constructions and new methods of production 
influence the structure of production and demand. Besides that, there has 
been a new phenomenon. The group of machine tool producers has been joined by 
a new generation of Far Eastern countries very dynamically developing the tool 
industry. The clients" requirements are growing and one can observe several 
trends. 
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First of ali, so-called conventional machine tools have been replaced by a 
smaller number of automatic machines controlled numerically or with the help 
of computer techniqes. Secondly, flexible systems of automating the 
production processes are being implemented on a continually broader scale. 
They consist of using a series of machines which can be quickly changed over 
to diverse production. Thirdly, we can observe continually rising demands 
concerning quality. Thus, attention is paid to such features as the accuracy 
of execution, durability, precision, energy-intensiveness, and what is called 
the humanization of labor, namely, the easiness of servicing the machine, and 
reliability. ' 


Unfortunately, in these areas we cannot keep up with the rate of development 
of the machine tool industry in the world. The technological gap, about which 
one hears so much recently, is a fact and, what is worse, continues to grow. 


[Question] What is the condition of a faster progress in this domain?’ 


[Answer] There are many factors which determine whether one keeps up with 

the first ranks. Among the most important ones is the state of our 
electronics. Electronics, including microelectronics, robotics, populari- 
zation of computerization and automation are decisive in building modern 
machine tools. The underdevelopment of our domestic electronic base connected 
with the machine tools industry is currently the major impediment of progress 
in this domain. The production of materials, electronic subassemblies, micro- 
processors, information science means, installations for steering and power 
feed are what determines today the competitiveness of ovr goods and whether 
they are up to date. While the turnover of machine tools is generally stable, 
the participation of numerically controllable machine tools is growing by 
leaps. In England the participation of numerically controllable machine tools 
in 1981 amounted to 57 percent, and in 1983--67 percent. In the United States 
the growth of installed machine tools numerically controllable doubled in the 
years 1980-1983. 


[Question] What do you do, then, to counteract the widening of this 
technological gap? 


[Answer] We try, above all, to secure for our domestic partners steady access 
to information about what is happening in the world market of machine tools. 
We have great hopes connected with the development of the domestic electronic 
base, which, following the latest decisions of the Government Presidium, ought 
to move ahead. This is a burning necessity. Otherwise, from one day to 
another we shall be consistently losing in world technical competition. 

On the other hand, for the time being, together with producers we are trying 
to obtain hard currency funds for the most important purchases of electronic 
equipment from major producers. These efforts are rationally justified. At 
the same time I want to say that I do not agree with the voices and opinions 
about our industry's lack of interest in export. Our partners from the 








machine tool industry work very actively, with our participation, on the 
programs of the development of production. 


[Question] Can METALEXPORT as a partnership, however, also financially 
support the development of modern machine tools? 


|Answer] In December of the current year, 2 years will have passed from the 
time of the establishment of our partnership. Our biggest partners are the 
producers of goods exported by METALEXPORT. Although 2 years is too short a 
period for making general conclusions, we consider our first experiences to be 
good. A gradual integration of the trade with industry, a direct influence of 
partners on the whole of the activity of METALEXPORT, also permits joint 
undertakings. 


Partners have the possibility of currently exerting influence on the export 
plan, selection of goods, prices, promotion, and organization of labor on 

the markets. At the same time the sense of responsibility for export 

grows, because gradually economic interest and joint concern about the 
effectiveness of export is generated. All this enables the undertaking of joint 
actions and giving each other help in modernizing undertakings which 
determine the development of production for export. 


As a partnership, we are trying to use our funds for investment needs serving 
export. We give, for example, a credit of 100 million zlotys to the 

Heavy Machine Tools Factory in Poreba for the completion of an investment. We 
undertake similar actions jointly with the Milling Machines Factory in 
Pruszkow. We also have other proposals of financial support for our greatest 
supplier and exporter of couplings in Ostrzeszow. 


Of course, as a partnership we have limited resources of funds at our 
disposal. It would be useful if the state treasury, represented in the 
partnership by the Ministry of Foreign Trade, left at least a part of ite 
dividends from profit precisely for the purposes of the development of export 
production. Then we could act more effectively. 
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POLAND 


CUSTOMS BUREAU CHIEF CHALLENGED ON DUTY HIKES 
Warsaw PRZEGLAD TYDGODNIOWY in Polish No 49, 2 Dec 84 pp 1,4,5 


[Interview with Kazimierz Prosniak, chief of the Main Office for 
Tariffs, by Andrzej Szmak; time and place not specified/ 


/Text/ /Question/ The most recent changes in tariff rates that apply 
to tourist traffic are now behind us. The amount of tariff imposed on 
some goods brought into Poland makes one suspect that it is a 
prohibitive duty, making it practically impossible to bring these goods 
into Poland. In whose interest was this implemented? 


/Answer/ Let us start with the explanation that in tourist 
traffic, as you call it, we have two tariffs: incoming and outgoing. 


/Question/ The limitations apply to incoming as well as outgoing 
goods. 


/Answer / Tariffs on outgoing goods are applied mainly to protect the 
domestic market. But these outgoing tariffs are very liberal. 


/Question/ Il taink you exaggerate this liberalization if one compares... 


/Answer/ That is just it! I often hear the argument: “You know, sir, 
that in England...You know, sir, that in France..." But France is not 
Poland, and thus the function of tariffs is different. All changes in 
our tariff rates have not been and are not exclusively the idea of the 
tariff administration. They are the result of proposals submitted by 
entire jurisdictions, mainly the Ministry of Domestic Trade, the 
Ministry of Finance, the Planning Commission, the Ministry of Foreign 
Trade or the Ministry of Agriculture. 


/Question/ But these proposals can be incompatible... 


/Answer / Instead, I would say varied. Based on these proposals the 
GUC /Main Office for Tariffs/ prepares a draft of tariff rate changes 
on inetructions from the minister of foreign trade. And there is no 
room here for whims of our own. 
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/Question/ Do you mean to say that the GUC has no say in tariff matters? 


/Answer/] On the contrary. We of course conduct various surveys, and 
we are well aware of what tourist goods are brought in and taken 

out. Thus, we can agree or disagree with any draft. We certainly are 
not merely a passive executor of orders. But, and I repeat, the 
initiatives to change tariff rates for the so-called tourist traffic... 


/Question/ -+-do not originate in this office? 


/Answer/ To be more precise, they do not originate here exclusively. 
Why am I emphasizing this? At times when comments appear in the press 
on changes in tariff rates, such expressions as “nonsensical,” 
“ill-conceived” and the like are used, as if some person or group of 
persons are impl-menting their own ideas. 


/Question/ Does that mean you see no need to answer questions 
regarding the sense, logic or need to change tariffs? 


/Ansver/ When a decision is made and is transformed into a ministerial 
order, I must execute this order, whether it is good or bad. The fact 
that we are holding this discussion is the best proof of may involvement 
as chief of this institution. 


/Question/ Then let us return to the beginning. The public has not 
received the tariff rate change with enthusiasm. 


/Anewer/ In considering the subject of tariff rates, one should not 
be swayed by individual cases or feelings. It is known that any kind 
of change will always be unpopular. 1 do not mean to say by this 
that one should ignore individual voices. lHowever, it should be 
remembered that such or such solutions are the result of more general 
justifications. 


/Question/ But it is a fact that tariffs have been increased. 


/knswer/ But it cannot be said that tariffs applied to goods brought 
in privately are of a prohibitive nature. That complaint is baseless! 
It is in the capitalist countries and not Poland where bringing in 
goods is limited vigorously. And it is in the capitalist countries 
where tariffs are prohibitive! 


/Question/ From what I remember from economics, tariffs are meant to 
protect one's own market and the surplus of one’s own production. 

For example, in Sweden almost anything can be taken out, but not much 
can be brought in. 


/Answer/ One can take goods in but only after paying a stiff tariff, 
which is very prohibitive. 
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/Question/ Does this mean that prohibitive tariffs are unknown in Poland? 
What about the duty on incoming automobiles? 


{foswes} In Poland tariffs are only prohibitive in isolated cases. 
t it could be said that some tariff rates schedules have an element 
of prohibition, that is certain. 


/Question] Since the beginning of the 1970's and until last year most 
goods could be brought into Poland by tourists without paying duties 
and even without limit. Whom does this harm? 


/Answer] That was supposed to improve domestic supplies. That 
thesis, which was always advocated but never confirmed, covered up 
other negative effects of such a solution. The negative effects 
were: foreign exchange and goods destined to be sold abroad were 
taken out of Poland; the national treasury received no income from 
tariffs; fortunes were made by individuals who brought in goods for 
speculation purposes; and finally cunning and shrewdness in achieving 
profits from such activity was sanctioned. 


/Question/ With regard to the amount of private imports many myths 
exist even to this day. 


/Answer/ The truth is that the private importation of goods has 
always involved amounts that had little impact om the market. Last 
year 300 tons of tea were brought in privately, but the market 

supply is over 19,000 tons. We had 46,000 tons of chocolate on the 
market, but only 200 tons were imported privately. Seven thousand 
tape recorders were brought into the country, while 333,000 were 
available in the market. Only 1.3 million meters of cloth and 
knitware were brought in privately, while 265 million meters were 
available in the market. It also should be remembered that the prices 
of foreign goods in Poland are highly stable without or without an 
imposed tariff. For example, let us consider lemons, which, of course, 
are duty-free. They cost 1,500 zlotys on the market. Cosmetics, woolen 
yarn, sheepskin coats and radio equipment also are highly priced. 


/Question] Increasing tariffs will cause prices to increase even more. 


/Answer/ Even now the contribution of tariffs to the prices of many 
articles is mot high. Of course, some articles are not destined for 
the average citizen. They are affordable only by those who have a 
lot of money, by those for whom the desire to possess rather than 
cost is the primary motive for the purchase. In addition, many 
articles brought in from abroad are completely trivial in our 
market. Pinball machines, articles made from elephant ivory, 
jewelry of ornamental ribbons for flowers do not, of course, satisfy 
basic needs. 
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/Question/ But washing powder and soap are also brought in... 


/Answer/ So are calculators and cosmetics despite the fact that the 
supply of basic assortments of these articles is equal to demand. 


/Question] But what about quality... 


/Answer/ I agree, but this does not alter the fact that a tariff rate 
can and should influence the structure of goods brought in. 


/Questicn] Why is the duty on imported automobiles so high? 


[Answer] It is prohibitive, but only with regard to automobiles 
having gasoline engines. 


/Qvestion] Could it be that we want to protect FSO's /Automobile 
Factory/ or Tych's production? 


/Answer/ The reason for the increase was to improve the sales of new 
and used cars in the internal export market. 


/Question] But few people will buy cars at Polimar because the used 
cars are expensive and the selection is poor. 





/Answer/ I agree, the offering should be more attractive, but this 
is mot our concern. I gave only one reason why the tariff rate was 
changed. In our situation, every dollar counts and must be sought 
out one way or another. 


/Question/ And this is a sufficient argument for such a drastic 
increase in tariffs? 


/Answer/ Drastic? For automobiles with diesel engines having a 
displacement of up to 1,800 cubic centimeters the tariff of the 
value of a domestic car continues to be low. For example, for the 
Ford Fiesta, Sierra and GCrenaca it is 10 to 20 percent. I can assure 
you that such automobiles are still being brought into the country. 


/Question/ These are cars that are much more expensive than gas-engine 
cars that, in effect, are no longer brought in because of the high duty. 


/Answer] Yes, but this high duty is not exceptional! Please look at 
the tariff rates for the other socialist countries. In Czechoslovakia 
it is 25 korwmas for each cubic centimeter which calculates out to 

be over 60 percent of the value of the car. In Hungary it is 60 
percent and the tariff is the same for a used or new car, and if 

the person bringing in the car cannot pay the duty, the state will 

buy it from him. In that case 60 percent of its value is deducted 
for the tariff. Im the USSR the tariff on an automobile is 200 
percent of the price of a domestically available car. 
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/Quest ion/ The increase in car tariffs was announced 2 weeks before 
the day it was to go into effect. Why? 


/Ansver/ Because of the principles of the legislative process. A 
regulation should be placed into effect after a given time period has 
elapsed to permit citizens as well as those who are affected by the 
regulation to become familiar with it. 


[Question/ But it is not a regulation. 


‘anewer/ It is possible to enforce a regulation the day it is 
epsounced. This was done in previous years, but it was recognized 
that surprising citizens with changes is improper. We were criticized 
for effecting changes in the tariff rate this way. 


/Question/ Il am not sure that the present practice causes fewer doubts. 


/Aasver/ Of course, if we operated as we did previously there is no 
doubt that a storm would be unleashed. 


/Question/ Who would unleash this storm? Those who were taken unaware! 
/Answer/ The press, among others. 


/Question/ But the press is not interested in supporting this or 
another form for placing new tariff regulations into effect. 


/Answer/ That is a shame; they should be. Then perhaps you would not 
continue to write: again the public was caught unaware! 


/Question/ It is said, however, that at the last moment some groups 
of people were permitted to bring in cars. 


/Anewer/ Changes in tariff rates om incoming goods are made quite 
often. In the last 5 years the tariff has been changed seven times. 
Of course, not the entire tariff echedule, just various parts. Each 
one of these two methods of implementing new regulations has its good 
and bad points. 


/Question/ If you knew what was happening several bours before 
l September at the duty control points... 


/Answer/ Do you think that I do mot know? On the GDR side of the 
border 400 cars were lined up. At midnight, on my order, the custom 
officers together with the frontier guards went down the line and 
noted all the cars waiting for duty formalities so that they could be 
charged tariffs according to the old schedule. 


/Quest ton/ A wonderful gesture. I wonder who initiated this? 
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/Answer / That shall remain our secret. 


/Quest ion/ And with this minor drama the journey of Poles to the West 
to buy cars for several hundred dollars ended. 


jAnswer/ Cars will continue to be brought into the country, but 
Poland must not become the automobile graveyard of Europe. Our 
compatriots brought anything that could be moved to the border. 

After banging it up, they would tie it together with wires, sell 

it and pocket the money, saying: “Now let the buyer worry about it.” 


/Quest ion/ These misgivings are somewhat misplaced. 


/Answer/ l know that now you are going to say that a jJ-year-old 
Volkswagen is better than a new Polonez. 


/Quest ion/ | believe that even a 5-year-old Volkswagen is better. 


/Answer/ Putting the matter that way leads nowhere. The entire tariff 
rate echedule conceras more than tariffe on cars. It showld be enough 
to list those goods that are admitted du*y-free and without limit to 
chrain an entirely different picture. 


/Quest ion/ Then let ws list them so that the reader can feel better. 


/Answer / Above all, it showld be said that in the framework of 

the present tariff rates, goods having a total value of nearly ! 
million zglotys, excluding tractors and agricultural machinery, can 
be brought in one time only duty-free. An unlimited amount of 

food, medicines, toys, furniture, home appliances, herbicides and 
pesticides, glaseware, and school, office and sports supplies can be 
brought in duty-free. 


/Quest ton/ But a computer cannot be browght in at all? 
/anewer/ There is no such prohibition. A computer can be brought in 


provided permission is obtained from the tariff office, which is no 
problem if the computer is being brought in by a scientist for his own 


use. 

/Ovuestion/; But sot anybody cam bring one in. 

jAnewer/ tf someone broweht in a computer to sell it at a 200 percent 
profit then there is no reason to despair that he was fot grented 
permission. Presently, in thie case, we are sodifying significantly 


the current Limite. 


/Ouestion/ Duties on video equipment have also increased sharply. Could 
it be that we do sot like video, or perhaps we are initiating our own 


production? 





/Answer/ This is true with regard to tape recorders, on which the 
duty is 10,000 zlotys. But since their market value can be as high 
as 300,000 zlotys this duty is not drastic. Simply stated, our 
tariff rates respond to changes in turnover. Thus, duties increased 
for various technical novelties such as video equipment, compact 
discs and pocket TV sets and on goods that can be purchased on the 
internal export market. It is important to buy goods that are 
available on the internal export market and not bring them in fre— 
abroad because to bring them in something must be taken out. 


/Question/ Taking things out of Poland is now completely distressing. 


/Answer/ I do not deny that our duties on outgoing goods are high. 
But this is quite justified. Perhaps not all those going abroad agree 
with it, but they must admit that there are those among them who have 
made trips abroad a source of steady, exceptionally lucrative 

incomes. It is really for them that these outgoing tariffs are and 
should be burdensome. 


/Question/ And what about Polonians who would like to take a "little 
bit of Poland" with them? 


/Answer/ They are the ones who take out gold and furs most readily. 
Till last year there was no prohibition on takeouts, but so-called 
permission to take out goods was required. That solution was quite 
irksome because the person leaving Poland did not know till the 

last minute whether such permission would be given. In 1983 this 
administrative expedient was replaced by a fiscal instrument that 

also protected our market. To state it briefly, the following 
principle applies: Do you want to leave? Of course, but pay the duty! 


/Question/ Which often approaches 200 percent of the value of the good! 


/Answer/ That is true. In previous years a lot of boots, clothing 

and electrical equipment were taken out of Poland. As a rule, foreigners 
bought these goods for hard currency exchanged on the black market, that 
is, they bought them for piddling amounts. Now they must pay more, and 
we should not grieve over this. 


/Question/ But Poles buy for zlotys. 


/Answer/ The tourist, and this entire time we have discussing tariffs 
that tourists must pay, should be a tourist above all and not a 
speculator bringing discredit to our country abroad. I am not naive 
enough to believe that with the aid of tariff rates we will lead 
everyone to the proper path, but there also is no reason why tariff 
rates should facilitate this not very laudable trade. 
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POLAND 


HUNGARIAN AGRICULTURAL METHODS CONSIDERED DESIRABLE 
Warsaw DZIENNIK LUDOWY in Polish 10 Nov 84 pp 3,5 


/Interview with Presidium member and secretary of the Supreme Committee 
of the United Peasant Party, Kazimierz Olesiak, by Franciszek Masinski: 
“How They Did It"/ 


/Text/ Recently, Supreme Committee Secretary Kazimierz Olesiak 
returned from Hungary. He traveled there to see what was happening 
and to find out why Hungarian agriculture is prospering so well... 


/Olesiak/ ..-especially in recent years, progress in the entire 
Hungarian economy, including agriculture, has been enormous. One can 
see that at first glance. 


/Question/ How is this revealed? 


/Answer/ For instance, as far as agriculture is concerned, Hungary 
was an importer of food even in the 1980's. A big importer. Between 
1961 and 1966, grain narvests produced about 20 quintals per hectare, 
while currently the yield is more than 50 quintals. The Hungarians 
are now producing about 1.5 tons of grain per inhabitant; as is 
known, 1 ton ensures self-sufficiency. 


Another indicator: in 1960, meat production amounted to 80 kilograms 
per person; today, it is 150 kilograms, or twice as much. Hungarians 
consume about 76 kilograms of meat each. Exports, it seems, are large. 


/Question/ Do these exports go primarily to the West? 


/Answer/ Yes, iood is sold principally for hard currency only. The 
Western market, as is known, is choked with goods; additionally, there 
are various restrictions and barriers, but if one has the right item 
one can overcome the obstacles. The Hungarians are successful in this 
regard and have achieved a credit balance in the sale of farm products 
of $1 billion; the income from this makes it the most important share 
of Hungary's trade balance. This testifies to the importance and 
position of agriculture in the Hungartan economy. 
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/Question/ tow did they achieve all this? 


/Answer/ As the Hungarians themselves maintain, immediately after the 
tragic events of 1956 the new leadership adopted as its first priority 
a program which was aimed at ensuring a high standard of living for 
the people, based on the country's own resources and capabilities, and 
meeting consumption requirements with national production. The 
necessary steps were then taken to ensure this. From 1967, the reform 
encompassed the entire economy. Up until then, class methods of 
operation were the approach, primarily an increase in deliveries of 
production assets to agriculture... 


/Question/ ..-because agriculture is an area of material production 
and cannot develop without the support of other necessary material 
resources. 


/Answer/ The Hungarians respected this necessity in a practical manner. 
It is worth emphasizing that 1967 was a turning point because, as I 

was able to find out, the industrial expansion which we vauve and 
admire was achieved after the introduction of an economic reforn, 
including new methods of administering and directing the economy 

and agriculture. 


/Question/ What was the base of this expansion? 


/Answer/ In my opinion, the development of agriculture by providing 
it the newest equipment, including whatever was necessary from abroad. 
The second thing was the progress made in biology,the application of 
new technology and the high yield of species of plants and animals. 
In the United States, the Federal Republic of Germany, Holland and 
other countries where agriculture is on the highest levels, the 
Hungarians bought 70 production systems for cultivating wheat, corn, 
oleiferous crops and vegetables and taking care of cattle for beef 
and milk, as well as swine. The licenses acquired were for all 
phases of production, beginning with agrotechnology through harvesting 
and processing. They also bought high-grade seed and breeding 
materials. The best farm cooperatives have introduced these systems, 
and after they have mastered them, they supervise their introduction 
in otner cooperatives. 


For example, the 15tn of March Cooperative in the village of Hernod 
farms 7,500 hectares of weak, sandy soil and specializes in the care 
and breeding of swine and poultry. The cooperative possesses its own 
slaughterhouse and retail stores. It bought a Dutch license for 
tiibro broilers. According to the license, the cooperative maintains 

a breeding flock of 200,000 birds and meets its own and other 
cooperatives’ needs. It also has a laboratory which checks the 
quality of the feed delivered to all the cooperatives belonging to the 


system. 
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This cooperative produces approximately 10 million broilers a year, 
including 7 million produced by 500 cooperative farmers in private 
poultry houses; the cooperative plays the role of organizing the 
deliveries of chicks and feed, performs veterinary supervision, 

and installs appliances in the poultry houses for the farmers. The 

cost of producing a broiler in one of these houses amounts to 26-28 
forints. If a breeder is not successful in holding down costs and 
gaining a satisfactory profit, he voluntarily withdraws from production. 


Of course, these large cooperatives, these “owners” of the purchased 
systems, maintain contact with the firms issuing the licenses and 
continually introduce any innovations; at the same time, they also do 
not neglect any improvements they themselves can make. 


There are no isolated efforts made to advance agriculture. Intensive 
production methods are based on harmoniously coordinated biological 
and technological development. Money is not spared for this purpose, 
including for imports. The financing of these ventures facilitates 
the Kungarians' membership in the International Monetary Fund, from 
which they are able to gain advantageous credits. Developments were 
also facilitated by investments in scientific institutions. 


Complex operations were organized from scratch. These operations were 
expensive, but they are now bearing fruit. 


Another secret of the Hungarians’ successes is the total rejection of 
the command-directive system. Since the old command-directive system 
was rejected, exclusively economic considerations have been applied to 
agriculture. The agricultural production plan is primarily prognostic 
in nature and tied to next year's proposed purchase prices, credit 
conditions, subsidies, etc. What we would call consultation then 
begins. Remarks are made with regard to the above-mentioned proposals, 
particularly with regard to prices. They do not discuss how much 

or what a given province is supposed to produce, but what kind of 
economic conditions will exist next year for the expansion of individual 
crops and animal production. After having heard various opinions on 
this subject, the Producer Cooperatives Union begins negotiations with 
the government over the tendered prices and other detailed solutions. 
Changes are announced in the fourth quarter. The cooperatives then 
have time to set goals and develop their own plans, which they send to 
the ministry. Achievement of these plans lets producers know quite 
well where they stand. All the more so as the concentration of land 

in Hungary is great: there are 1,300 cooperatives with an area of 
4,000-5,000 hectares and 130 state farms from 8,000 to 12,000 hectares. 
We could call these procedures the execution of plans made sy the 
producers and farm hands together. 


/Question/ Does the possibility exist for us tc .axe advantage of these 
experiences? 
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/Answer/ Of course, our Hungarian brothers would like to give us access 
to this new technology and the agriculture ministers of both countries 
have established the appropriate contacts to make this two-way flow of 
modern technical know-how and progress possible. 


/Question/ Will a visit by your colleagues accelerate and expand this 
cooperation? 


/Answer/ I hope so. We would also like to work together as closely 
as possible with the National Producer Cooperatives Council, which de 
facto represents the interests of all Hungarian farmers vis-a-vis the 
government and is a partner in shaping the country's agrarian policies. 
Hungary has only one political party and there is no peasant party as 
in Poland, Bulgaria, and the German Democratic Republic. However, the 
chairman of the above-mentioned council, Istvan Szabo, is a prominent 
peasant activist, a chairman of one of the production cooperatives 

and also a Hungarian Workers’ Party Central Committee member. He is 
also very influential and enjoys enormous authority. He knows how 

to deal with peasant issues and agriculture. If he has to, he can 
defend them effectively. Colleague Szabo is the leader of an 
organization which plays the role of a peasant party in Hungary. 


/Question/ A great many ambiguities concerning Hungarian agriculture 
abound among our people. I would like for our conversation to clear 
them up. The Hungarians have totally collectivized, yet according 

to on-hand information the share of the private sector in production 
is great, amounting to 30 percent and growing. How does this work? 
All the more so as a similar phenomenon is being observed in other 
countries: the Soviet Union, Bulgaria and lately even in Romania. 
What changes lie ahead for this branch of the economy? 


/Answer/ 1 am convinced that these developing trends are worth close 
attention, inasmuch as they will decide in the foreseeable future the 
form that agriculture will take, at least as far as the socialist 
community is concerned. Of the 6 million hectares of land under 
cultivation in Hungary, 80 percent is farmed by the cooperatives and 
18.9 percent by state farms; barely 1.1 percent of poorly situated 
farmland is in the hands of individual farmers. However, every 
cooperative member can maintain a plot of 0.6 hectares for each member 
of his family. Supporting the cooperatives and Hungary's state farms 
are 1.7 million of these backyard farms. Additionally, allotment 
gardens have become very popular in Hungary. People in the country 

who do not live on a farm, or who live on the outskirts of town, keep 
swine, chickens and edible pigeons. This is real levy in mass. As 
many as half of Hungary's 10 million people are connected one way or 
another with agriculture. Half of the country's 15 million pigs are in 
private pigsties. The farmer Istvan Pelikan from the village of Hernod, 
which I have already cited, in addition to his regular work, raises 
with his family 18,000 broilers a year; he expends 2.3 kilograms of feed 
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for every kilogram of broiler weight. te has 10 porkers and several 
tons of tomatoes. No one holds anything against him for this; on the 
contrary, everyone praises him. He has money and he shows his 
neighbors how it should be done. thungary has kept the incentive for 
extra work alive. The interests of many people are directed to 
agriculture. The whole situation can be explained in that the 
government has established the economic conditions which encourage 
every citizen to undertake additional production, i.e., by working 

a little harder, one can make a little more money. Economics there 
are not just slogans. As a result of this, it pays for the average 
citizen to undertake this production, it pays for the cooperative 

to work with this citizen and it says the state to cooperate, since 
it has produce for its own markets and for export. The whole thing 
works well for the entire society. 


/Question/ Of course these opportunities are everywhere; they can be 
taken advantage of or not. Up until now, however, we have been 
looking at this phenomenon ase it applies to the individual. How does 
it look if we regard the interests of society? 


/Answer/ The answer is simple. It looks good. They say that small 
is good; additionally, small is practical. In agriculture, production 
on a small scale is less expensive. This applies especially to 

animal husbandry, but not to the single crop grown on a huge scale 

and in large fields. 


These crops are grown on the immense spaces of the cooperatives and 
are the chief source of fodder for the development of animal 

production with individual farmers, retirees, state officials, etc. 

In this manner, the combination of the small with the large results 

in effective and relatively inexpensive production for the country and 
for export. People want to utilize their untapped possibilities. 

Even retirees. The secondary efforts of the worker can be an important 
factor in production. Let us remember that we are talking here about 
food, which always has to be fresh, like milk, and available to everyone. 
Foresight compels us to respect such flexible and shock-resistant 
production methods. 


The unique personality of the Hungarian leader, Janos Kadar, has left 

its mark on the country's agricultural policies and on the economic system 
as a whole. He is a pragmatist and a methodical person in action. 
Recently, during an official visit to Paris, President Mitterand asked 

him how he understands and sees the theory of socialism. Kadar answered 
that every theory is only as valuable as it can be applied to practice and 
to the degree that this practice confirms its correctness. The Hungarian 
experience and its economic results totally confirm the correctness of 
socialism. 


It would be worth our while to have a look at the Hungarians and take 
advantage of their experiences. 
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PROGRESS ON BUILDING OF KIELCE BYPASS HIGHWAY 
Warsaw TRANSPORT I DROGI in Polish No 47-48, 18 Nov 84 pp 1, 4, 5 


/Excerpts/ On 5 November the Kielce bypass highway was opened to traffic. 

The following took part in the highway opening ceremonies: Deputy Minister of 
Transportation AndrzijMarkowski; CZDP /Central Administration of Public Roads/ 
Director Czeslaw Krzywosz; PZPR Central Committee Economic Department repre- 
sentative Stanislaw Kania; PZPR Provincial Committee secretary Henryk 
Ozieblowski; ZSL Provincial Committee Chairman Stefan Gut; SD Provincial 
Committee Chairman Eugeniusz Kot; Kilece WRN /Provincial People's Council/ 
Chairman Ryszard Zbrog; the governor of Kielce, Wlodzimierz Pasternak; Kielce 
region deputy and member of the Sejm Transportation and Communications Commis- 
sion, Mieczyslaw Derejski; WSW /Provincial Military Hedquarters/ chief Col 
Stanislaw Iwanski; political and administrative authorities from Kielce as 
well as the developers of the bypass highway: design engineers and engineering 
and technical workers. 


The E-7 international highway which runs through the south-central region of 
Poland plays an increasingly important role. After all, it links Warsaw with 
the capitals of countries located in southern Europe. During the 1970's, the 
construction of a freeway had been planned here. The completed section of this 
route, the 24.5 km Kielce bypass highway (Wisniowka-Checiny stretch), is a part 
of this freeway. This road has been under construction since 1974 with a 2- 
year interval. Whether the work was well done remains to be seen. 


What is certain is that currently the through traffic proceeds under more con- 
venient and safer conditions because it bypasses city streets which are congested 
with vehicles. The bypass begins in Wisniowka, where it will be connected to 

the E-7 highway. Further on, it cuts through forests between Kielce and 

Zagnansk and crosses the Warsaw-Krakow railroad line. In Kostomloty, it 
intersects the Kielce-Piotrkow road; in Gorki Szczukowskie, it crosses the 
Kielce-Czestochowa railroad line as well as a local road: Kielce-Piekoszow. 
Next, it goes across the Bobrza River and a railroad sidetrack: 
Sitkowka-Szczukowice. Then, in Jaworznia, it crosses the Kielce-Czestochowa 

road and Pasmo Zagorskie, and joins the E-7 highway. 


Four highway loops have been designed in Wisniowka, Kostomloty, Jaworznia and 
Checiny. In this way, the bypass has been connected to the current and planned 
transit system and to the nonurban road system. In the first stage, one roadway 
was built and aade to conform to two-way traffic. It is worth emphasizing that 
the foundations for the entire undertaking have already been prepared. 


9853 84 
CSO: 2600/321 








POLAND 


SAILORS GIVEN SHIPYARD JOBS 
Warsaw RZECZPOSPOLITA in Polish 27 Now 84 p 4 


/Text/ The Polish Ocean Lines /PLO/ represents one of the few large enter- 
prises in our country which are having serious problems with overemployment. 
Only this year will the number of ships with PLO crews (the line's own ships 
and those leased from other lines which are part of joint shipping ventures) 
decrease by 16 units. Figures indicate that with the current lack of tonnage, 
the state of employment during the period from the beginning of 1984 until the 
end of 1985 must be reduced by 1,673 workers. It is difficult to determine 
how long such a situation will last. 


In this situation, our ship line has signed agreements with the Gdansk commer 
cial seaport and with the Shipcontrol enterprise of expertise and quantity 
control, according to which they will hire a group of 120 workers for cargo 
handling work and as tallymen. in October of this year, a similar agreement 
was signed with the Radunia Repair Shipyard as a result of which approximately 
80 PLO workers from among sailing crews began temporary work in the shipyard 
repairing ships and containers. 


The employment plan for the fourth quarter of this year requires the reduction 
of the state of employment among sailing crews by another 262 workers. As a 
result, the transfer of sailors from the PLO to cargo handling, repair and 
tallying work will have to increase further in the very near future. 
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BRIEFS 


NEW FIRE EXTINGUISHER UNIT--The gas fire extinguisher /GAG/ developed in 1975 
at the Main Institute of Mining /CIG/ with the cooperation of the Institute 
of Military Aerospace Technology/IMAT/ is proving itself splendidly. The 
newest version, GAG-3, is highly efficient since it makes it possible to force 
up to 1,500 cubic meters of inert gases per minute into an area engulfed by 
fire, thus extinguishing inflammable focal spots. The GAG-3 can also produce 
inert gas containing nitrogen which speeds up the cooling down of the inflamed 
parts of deposits, enables the quick elimination of the consequences of fire 
and the evacuation of the enclosure and of other mining installations. /Text/ 
/Warsaw RZECZPOSPOLITA in Polish 27 Nov 84 p 4/ 9853 


STORM HITS POWER PLANT--The clearing away of the effects of a serious incident, 
which occurred on the building site of the Belchatow power plant and which was 
caused by a raging windstorm in Piotrkow Province, is continuing around the 
clock. The tangled mess of broken steel elements is being cleared away gradually 
and the damaged parts of the construction of electrofilters, the coaling bridge 
and cranes are being dismantled. Commissions are working on determining the 
circumstances of the accident and preparing schedules for further work. By 

8 December, the damaged elemente of the construction should be removed. There 
is concurrent work being done on placing the fifth unit of the power plant 

into operation. It was alnost ready to be set in motion when the accident 
occurred. They are not giving up hope in Belchatow that this generator will 

be placed in operation this year yet, just as had been planned. The builders 
claim that by mid-December it will be possible to fire up the boiler and 
during the final days of this year to synchronize the fifth unit with the 
national electrical power engineering network. fFour_units of the power plant 
are working without any sustained damage. /Text/ /Warsaw RZECZPOSPOLITA in 
Polish 29 Nov 84 p 1/ 9853 


GOVERNORS MEET ON ECONOMY--On the 28th of this month, one of three planned 
regional governors meetings was held in Pila and was presided over by Deputy 
Premier Zbigniew Szalajda. Eighteen governors from the northern and western 
part of the country participated in the meeting along with representatives of 
Office of the Council of Ministers and the Planning Commission as well as 
representatives from the following ministries: agriculture and food economy, 
finance, domestic trade and services, labor and social affairs, and administra- 
tion and land-use management. The tasks of the administration resulting from 
the resolution of the 17th PZPR Central Committee Plenum were discussed, assess- 
ments of the country's current economic situation were made and tasks arising 
from next year's plan were discussed. /Text/ /Warsaw TRYBUNA LUDU in Polish 
29 Nov 84 p 5/ 9853 
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ROMAN 14 


REPORT ON DRAFT LAW ON 1985 STATE BUDGET 
AU212141 Bucharest SCINTEIA in Romanian 13 Dec 84 pp 2-3 


[Report on the draft law on the 1985 state budget of the SR of Romania 
presented by Petre Cigea, minister of finance, at the 12 December session 
of the Grand National Assembly) 


[Text] Much esteemed ..mrade President of the SR of Romania, 
Much esteemed Comrade Elena Ceausescu, 
Esteemed Comrade deputies, 


On the authorization of the government, allow me to present to the Crand 
National Assembly the draft law for adoption of the state budget of the 
RS of Romania for 1985. 


The state budget for 1985 has been worked out acc_rding to the fundamental 
guidelines and orientations included in the report presented by Comrade 
Nicolae Ceausescu, RCP secretary general, to the lith RCP Congress and 

in other congress documents regarding the improvement of qualitative 
aspects of economic development, the harmonious development of all branches 
of the national economy, the firm application of the financial-economic 
mechanism, and the enhancement of efficiency in all sectors of activity. 


The draft law of the state budget has been worked out under the direct 
guidance of Comrade Nicolae Ceausescu, president of the SR of Romania, 

who permanently analyzed proposals for the overall economy, for central 
departments, and other central and local bodies. The provisions included 
in the draft budget reflect the decisive role played by the party secretary 
general in firmly applying the principles of the workers’ self-management 
and self-administration, basing all the activity of units in every sector 
of activity on the principles of profitability and efficiency, more 
substantially reducing production costs, particularly material expenditures, 
markedly increasing labor productivity, implementing strict savings in 

all fields of activity, ensuring the stability of prices, consolidating 
the financial, monetary, and currency balance, and strengthening order 

and discipline in the utilization of the state funds. 
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We emphasize with patriotic pride that under conditions of the current 
international economic and monetary crises and of production stapnation 
or reduction at the world level, Romania succeeded in registering out- 
standing results in its socioeconomic development. These results confirm 
the just and realistic nature of the plans and programs which have been 
endorsed, as vell as the self-denial and devotion of all working people 
in implementing the tasks aad objectives put forward by the party and 
state leadership. 


The substantiation cf income and expenditure indexes envisaged by the 
draft law on the state budget for 1985 has been based on analyses carried 
out jointly with enterprises, central departments, ministries, other 
central bodies, executive committees of county people's councils and of 
Bucharest Municipality and other central coordination bodies. 


In establishing the size of incomes and expenditures in the state budget 
for the next year, we envisaged the following priority goals: to base 

the overall economic activity on the principles of the economic-financial 
mechanism, on efficiency and profitability in each economic whit, on 
increased production and net income per 1,000 lei of fixed assets and on 
other efficiency indexes, by making better use of the existing equipment, 
production capacities, and manpower and completely fulfilling technical- 
economic parameters planned for new investment projects put into operation; 
to further cut back on production costs, particularly material costs; 

to substantially increase labor productivity; and to enhance the role of 
profits as a main sei‘-financing source. At the same time, account was 
taken of the established measures to avoid and reduce the accumulation of 
stocks above the strictly necessary amount and in unfinished ‘nvestment 
projects, to increase the rotation speed of circulating capital, to 

ensure an increased efficiency in the activity of foreign trade and 
international economic cooperation, by achieving a surplus balance of trade 
and foreign payments, ensuring the financial means in order to reduce the 
foreign debt according to the established program, consolidating the 

hard currency resources, and applying a strict savings system in al! 

fields of activity. 


On the basis of recommendations of Comrade Nicolae Ceausescu, president 

of the SR of Romania and in order to further perfect the economic-financial 
mechanism, we have envisaged to reduce quotas for social security dues 

by 1 percent--that is from 15 to 14 percent for economic wits and from 

14 to 13 percent for budgetary units--as of 1 January 1985. 


As you well know, the draft law on the state budget for 1985 has been 
examined by the RCP Central Committee, the Supreme Council of Romania's 
Socioeconomic Development at its 10 December plenary meeting, the Legis- 
lature Chamber of People’s Councils, and the plenary session of the National 
Working People's Council. 
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The provisions included in the draft law on the state budget for 1985 
ensure: the necessary resources for further developing all branches of 
national economy according to the tasks and guidelines stipulated by the 
uniform national plan of socioeconomic development; the financing of social 
and cultural activities and of administrative and defence expenditures; 
and the necessary means to meet other social requirements under conditions 
of increased efficiency, stable prices, and an equal monetary and financial 
balance. 


Esteemed comrade deputies, 


The 1985 state budget is balanced and envisages both revenues and expenses 
each totaling 362.6 billion Jei, with an expense reserve fund of 56.2 
billion lei, which will be used in the course of the next year for 
unforeseen expenditures, on the basis of legal endorsements. 


State budget revenues envisaged for the coming year are 14.9 percent higher 
than in 1984 and are derived, in a proportion of 96.4 percent, from state 
units; they result from payments from profits, appropriations for social 
purposes, goods turnover duties, taxes levied on the use of state-owned 
land, and other payments to the budget by socialist units. 


Cooperative units are envisaged to contribute 8.8 billion lei to next 
year's budget, their share in the overall state budget revenues will thus 
amount to 2.4 percent. 


Income from taxes and dues levied on the people will amount to 4.2 billion 
lei, that is 1.2 percent of overall state budget revenues. 


In order to increase the self-financing degree of economic units, the 
financial planning studies for 1985 have allocated important amounts from 
profits to setting up the units’ own economic development funds. 


In view of the important increase next year in the units’ accumulation of 
funde and self-financing degree, the ministries, people's councils, 

central departments, enterprises, other socialist wnits, and financial, 
banking, planning, and supply bodies should take stepe--in the light of 

the guidelines and tasks established by the 13th RCP Congrese--to supervise 
and ensure the smooth fulfillment of tasks regarding the itemized production 
and the production goods sold and paid for, to cut back to 4 minimum 
stockpiles of finished products, and to obtain cash for delivered goods 

as soon as possible. 


The ministries, other central and local bodies, central departments, and 
enterprises, together with the Ministry of Finance, the State Planning 
Committee, the banks, and other central coordination bodies should ensure 
the full and on-echedule fulfillment by each economic unit of ites dues to 
the state budget regarding payments from profits, appropriations for 
social purposes, goods turnover duties, and other taxes. 
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The working people's collectives in enterprises, central departments, and 
other central and local bodies have very important tasks in fulfilling 

the targets envisaged for next year. They will have to take steps to 
further increase the highly technical and qualitative itemized production, 
improve the economic and financial activity in accordance with the 
principles of the economic-financial mechanism, raise the efficiency and 
profitability of each economic unit, increase profits, ani set up their 
own resources earmarked for self-financing and the necessary funds for the 
overali development of the national economy and for material incentives 

to the people. 


In order to fulfill exemplary the 1985 state budget provisions, the 
Ministry of Finance, the banks, and the entire financial bookkeeping 
apparatus in ministries, people's coun:ils, central departments, enter- 
prises, and institutions will take responsible action to apply firmiy the 
principles of the economic-financial mechanism in all fields of activity 
and the principles of the new overall contract pay system, to strengthening 
financial order and discipline, and to implement the recommendations and 


guidelines of Comrade Nicolae Ceausescu, RCP secretary general, on promoting 


the country's socioeconomic development, raising the people's material 
and intellectual living standard, raising economic efficiency in all 
spheres, utilizing funds rationally and efficiently, strengthening finan- 
cial-banking control, particularly preventive control, and strictly 
observing the laws. 


Esteemed Comrade deputies: 


In accordance with the law of finance, please allow me to submit for the 
Grand National Assembly's approval the general balance sheet for the 1983 
budget, which was drawn up on the basis of bookkeeping accounts presented 
by minisiries and other central and local bodies and which was examined 

by the higher Financial Control Court. In 1983, the state budget revenues 
totaled 259.4 billion lei and expenditures 236.8 billion lei, with a 
surplus of 22.6 billion lei. 


With the conviction that--under the firm leadership of the RCP headed by 
its secretary general and through the creative work of all working people-- 
the 1985 state budget provisions will be fulfilled, I ask you, esteemed 
comrade deputies, to grant it power of law. 


CSO: 2700/74 
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ROMANIA 


CONSUMER SELF-SUPPLY PROGRAM FOR 1985 
AU22'201 Bucharest SCINTEIA in Romanian 14 Dec 84 p 5 


("Program on Self-Management and Self-Supplv To Ensure Appropriate Consumer 
Supplies of Agricultural Produce and Foodstuffs and Industrial Consumer 
Goods for the Period between 1 October 1984 and 30 September 1985," 

adopted »y the Grand National Assembly on 13 December] 


[Text] The program was drawn up on the basis of guidelines and recommenda- 
tions made by Comrade Nicolae Ceausescu, RCP secretary general and president 
of the SR of Romania, and envisages the necessary measures to ensure 

proper supplies of agricultural produce, foodstuffs, and industrial 

products in accordance with increases in acricultural yields and in 
consumer goods and with the increased contribution made by counties to 

the state stock. 


In drafting this program, account was also taken of increases in the 
people's incomes as a result of the conclusion -f che wage increase of 
working personnel and of pension increases in kexping with the goals put 
forward by the 12th party congress and the national conference aimed at 
improving the standard of living of all pevple. 


The constant concern by the party and state, and by Comrade Secretary 
General Nicolae Ceausescu personally, with improving the well-being cf 
all people is clearly reflected in the increased marketing of all kinds 
of products and in the measures aimed at diversifying the product range 
and improving the technical and qualitative level of products. 


The marketing levels stipulated by the program are in keeping with indexes 
approved in the state plan, with provisions in the program on regional 
self-management and self-supply over the 1983-85 period, and in keeping 
with the requirements of the program on the people's scientific nutrition. 
Increases compared to the program for the period between 1 October 19843 
and 30 September 1984 are ensured. 


I. On Agricultural Produce and Foodstuffs 
The quantities proposed in the program are based on the need for balanced 


nutrition, differentiated according to population structure, branch of 
activity, place of work and residence, and urban or rural localities. 
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To implement this program, the Ministry of Agriculture and Food Industry, 
the state and cooperative agricultural units, anda the peopie's councils 
shall take measures to fulfill vegetable and animal production, ensure 
deliveries to the state stock, and to make use of the available privately 
grown agricultural produce in keeping with tasks put forward by the 
uniform program of increasing agricultural yields in the private farms of 
the merbers of agricultural production cooperatives and in the farms of 
private producers. 


At the same time the program stipulates measures to judiciously administer 
the agricultural produce earmarked for the people's supply, strictly 

observe maximum market prices, and combat any kind of waste and profiteering. 
Program provisions for agricultural and food staples are as follows: 


1. Meat, Meat Products, Fish and Fish Products 


Sale provisions are as follows (in thousand tons) 








Fourth quarter Quarters I-III 
of 1984 of 1985 

l. Meat and meat products 260 686 
a) Slaughtered meat and live fowl 

(in terms of meat weight) 140 359 

b) Meat products: 120 321 

--processed meat 99 262 

--canned meat 9 31 

--precooked dishes 12 28 

2. Fish and fish products: 77.3 150 

--fish 43 96 

--canned fish 7.5 19 

--semiprocessed fish 26.8 35 


For the entire period of this program, the population supplied through 
socialist trade will receive, per capita, an average of 71 kilograms of 
meat, meat products, fish, and fish products. 


For the entire period of this program, some 6 kilograms of meat and meat 
products bought from peasants’ markets and private household resources 
are added to the amounts marketed through trade. 


To ensure proper amounts of slaughtered meat and meat products, the Ministry 
of Agriculture and the Food Industry, the agricultural units, and the 
people's councils shall take measures to completely achieve the number of 
livestock envisaged for the state stock and the regional self-supply 

program for each county and locality. 
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Further measures will be taken to increase the share of annex farms 
in supplying public catering and collective consumption units with meat. 


Improved dietary norms will be further applied in public catering and 
collective consumption units in accordance with the program on the people's 
scientific nutrition. 


Concerning processed meat products, the Ministry of Agriculture and the 
Food Industry shall take measures to improve product quality by strictly 
applying dietary and technical norms and by ensuring products in accordance 
with people's specific local demands. Greater stress will be placed on 
the manufacture and sale of specific products during the cold season. 


Concerning canned meat, production will be geared to delivering a wide 
range of quality products with vegetable ingredients and to increasing the 
proportion of pates, canned pork, and beef as well as the range of dietary 
dishes. 


Concerning precooked products, the product range will be expanded by 
increasing the production of cooked products, so as to make household 
work easier. 


Concerning fish and fish products, the Ministry of Agriculture and the 
Food Industry will take action to increase the production of fish from 
inland waters and the Black Sea, to secure valuable varieties from ocean 
fishing in accordance with people's requirements, increase the quantity 

of canned sweet water fish, improve the quality of processed fish products, 
and to strictly observe manufacturing technologies and dietary norms. 


The Ministry of Domestic Trade and the Central Union of Consumer Coopera- 
tives [Centrocoop] shall take measures to expand trade outlets, promote 
consumption in public catering units and canteens, and to increasing 
refrigeration areas in storages and units. 

2. Milk and Milk Products 


The following quantities are envisaged for sale: 


Fourth Quarter Quarters I-III 








of 1984 of 1985 
Milk and Milk products 
(in terms of milk) thousand hectoliters 4,870 14,636 
of which: 
--Drinking milk . 1,650 5,180 
--Fresh milk products . 800 2,560 
--Cheese thousand tons 20 60 
~-Butter * 8.5 24.5 
--Powdered milk ” 2.6 7.6 
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Concerning milk and milk products, larger supplies will be ensured on the 
basis of the amounts envisaged which are 17 percent higher than the 
achievements of the preceding progran. 


In order to ensure steady supplies for the people during the entire period 
of this program, the Ministry of Agriculture and Food Industry, Centrocoop, 
and the people's councils shall take measures so that each county increases 
its production and the resources put forward in the program of regional 
self-management and self-supply are completely achieved. 


Processing units shall pay particular attention to product quality and to 
diversifying the product range, especially products for children. 


In the regional distribution of milk and milk products, care should be 
taken primarily to ensure milk supplies for nurseries, kindergartens, 
children's homes, school cafeterias, and health units. 


In order to properly manage milk resources in accordance with consumption 
needs, the people's councils shall adjust monthly the structural range 

of milk and milk product deliveries, within the limit of total quantities 
of milk-raw material. 

3. Vegetable and Animal Fats 


The following quantities are envisaged for marketing (in thousand tons): 








Fourth quarter Quarters I-III 
of 1984 of 1985 
Edible oil 58 162 
Pork fat 9 18 
Margarine 6.8 17.6 


4. Sugar, Sugar Products, and Pastries 


The following quantities are envisaged for sale (thousand tons): 








Fourth quarter Quarters I-III 
or 1984 of 1985 
Sugar 84 247 
Sugar products and pastries 113.2 330.8 


The Ministry of Agriculture and the Food Industry shall take measures to 
improve the quality and appearance of sugar products and to ensure that 
the technological production norms are respected and that special emphasis 
is placed on varieties marked for children. 
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5. Wheat for Bread and Flour, Corn for Corn Meal, and Other Grain Products 


In correlation with the average per capita consumption set down in the 
program on regional self-management and self-supply, the following 
quantities of grain products will be marketed (thousand tons): 








Fourth quarter Quarters I-III 

of 1984 of 1985 
Wheat for bread and flour 710 1,840 
Corn for corn meal 135 330 
Pasta products 21.5 70.5 
Husked rice 23 59 
Pearl barley 8.3 25 
Semolina 6 19.5 
Biscuits 27 78.5 
Corn flakes 0.3 1 


The abovementioned wheat and corn quantities proposed to be sold through 

the socialist network ensure the supplies for the population residing in 
cities, workers centers, for commuting working personnel, for the popula- 
tion in non-grain producing hill and mountain areas, and for other categories 
specified by laws. 


Supplies of wheat for bread, and corn for corn meal to people in rural 

and grain-producing areas will be ensured by production cooperatives from 
quantities envisaged for remuneration of work in kind. It is recommended 
that agricultural cooperative units guarantee bread and flour for their 
wembers, in keeping with the quantities of wheat due to them for remunera- 
tion in kind, by using to this end the bakeries and mills in the respective 
communes. 


In order to better administer wheat quantities earmarked for people's 
consumption, further steps will be taken to produce and sell a wide range 
of quality bread of a weight that will permit citizens to buy products 

in accordance with their real consumption needs. 


Supplies to public catering units and canteens will be based on established 
norms to avoid any kind of waste. 


For the entire period of this program, larger amounts of grain products 


will be sold compared to the preceding program, thus ensuring proper 
supplies for the people. 
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6. Potatoes, Vegetables, and Fruit 


The program envisages increases in all products (thousand tons): 








Fourth Quarter Qyarters I-III 
of 1984 of 1985 
Potatoes--overall 420 662 
of which: 

--fall potatoes 420 432 
--new and summer potatoes - 230 
Field vegetables 500 880 
Fruits 130 280 

Grapes 55 190.5 


To ensure supplies prior to the new harvest, the following quantities 
should be ensiled for the market (thousand tons as of 31 December): 


1984 
Fall potatoes 280 
Field vegetables--total 125 
of which: 
--Onion 50 
~-Cabbage 15 
--Root vegetables 50 
Fruits--overall 180 
of which: 
--Apples 175 
Grapes 10 
Beans 15 


{as published] 


The following quantities of canned vegetables, fruits, and tomato paste 
are envisaged (thousand tons): 








Fourth Quarter Quarters I-III 
of 1984 of 1985 
Canned vegetables 65 121 
Canned fruits 25 58 
Tomato paste 12 23.5 


The envisaged quantities ensure increases compared with the previous period 
for all canned products and their sale is correlated with the provisions 
of increasing the consumption of fresh vegetables and fruits. 


Aside from quantities earmarked for sale, reserves were also set up for 
the market stock at the government's disposal consisting of: meat, 
processed and canned meat, milk and milk products, cheese, butter, wheat, 
corn, and other foodstuffs. 
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To supplement the stocks of commodities, certain imported products will 
also be sold: lemons, oranges, tangerines, olives and so forth. 


II. On Industrial Products 

The envisaged commodity stocks for supplying the people with staples in 
the 1984-85/fall-winter season and in the second and third quarters of 
1985 ensures larger sales of basic products compared with previous periods. 


Textiles and footwear: 


The following basic items and quantities are envisaged for sale during the 
fall-winter season: 





1984-1985 

-~-Lightweight coats, parkas, 

wind-breakers thousand pieces 970 
--Winter coats and overcoats thousand pieces 2,200 
~-Nightgowns and flannel pajamas thousand pieces 2,320 
--Velveteen dresses and robes thousand pieces 1,270 
--Wool-type knotwear thousand pieves 27,200 
--Flannelette underwear and 

garments thousand pieces 16,760 
-~-Seasonal footwear (boots, 

high boots, and shoes) thousand pairs 18,600 


The quantities envisaged for sale ensure increases compared to the previous 
period particularly in winter coats, dresses and robes, nightgowns and 
pajemas, knitwear and other things. 


Light industry shall see to it that the product range is diversified and 
that new models of winter and lightweight coats, padded or imitatdon 
fur-lined parkas, and knitwear made of various materials are provided. 


The following quantities are envisaged for the basic products specific to 
the spring-summer season: 


1985 
Program 

Raincoats thousand pieces 640 
Dresses, robes, skirts, blouses thousand pieces 4,300 
Shirts thousand pieces 3,100 
Trousers thousand pairs 2,100 
Knitwear thousand pieces 12,000 
Bathing suits thousand pieces 4,200 
Upper canvas, or canvas-substitute 

sandals and shoes thousand pairs 18,950 
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Increased quantities of dresses, skirts, and blouses made of cotton and 
silk and with hemp and flax content, of lightweight coats, shirts, 
trousers, knitwear, bathing suits, upper canvas and canvas-substitute 
sandals and shoes will be ensured, in a larger variety and in various 
colors. 


Special tasks have been set for producers to ensure a wider range of 
garments and knitwear needed by children and young people and lighter and 
flexible footwear. 


The products envisaged per various quality categories (mass, better, extra, 
and luxury) will be supplied according to plan stipulations. 


Metal-Chemical Goods 

The envisaged commodity stocks ensure the supplying of the people with a 
wide range of durable goods, specific items for the winter season, 

chemical products for washing, cosmetics, construction materials, household 
appliances, medicines, and other commodities. 


The following quantities of basic products are envisaged to be sold: 








Fourth quarter Quarters I-III 

1984 1985 
Durable goods: 
--Radio sets thou pieces 120 305 
--Television sets thou pieces 103 245 
--Washing machines thou pieces 83 257 
--Sewing machines thou pieces 19.5 53 
--Vacuum cleaners thou pieces 35 112 
~-Furniture thou lei 2, 260 5,250 
Chemica! products for washing: 
~-Detergents thou tons 27.5 64 
--Soap thou tons 11.8 28.1 


The ministries in charge of the production process are dutybound to ensure 
better quality of radio sets, washing machines, sewing machines, furniture, 
and other durable goods and to ensure that new varieties and better 
detergents and soaps be manufactured. 


Special measures will be taken to manufacture a wide range of stereo 
radio-cassette players and stereo systems, touch-control television sets, 
modular furniture to match housing spaces, and lighter weight and better 
finished chinaware and pottery items. 
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For certain products in the fall-winter season, larger quantities will be 
ensured as follows: 


Fourth quarter First quarter 
1984 1985 








~-Solid-fuel heating 
stoves thou pieces 17 12 


--Cooking stoves and 
portable stoves 


with gas thou pieces 58 50 
--normal electric 

bulbs million pieces 8.5 8.5 
--Window panes thou sq meters 1,130 850 
--Sleds thou pieces 56 26.5 
--Skis thou pairs 22 13.2 
--Toys million lei 485 274 


The program provisions for solid fuel ensure normal supplies to the people 
(including nurseries, kindergartens, schools, and hospitals) in the 
following way (thousand tons): 











Fourth quarter First quarter 
1984 1985 
Solid fuels--overall 1,500 850 
of which: 
--Coal 750 430 
~-Firewood 750 420 


Some 16.5 thousand tons of oil will be delivered in the fourth quarter of 
1984, 19 thousand tons in the first quarter of 1985; and 58.5 thousand 
tons of liquid gas in the fourth quarter of 1984 and 55 thousand tons in 
the first quarter of 1985. 


Concerning construction materials, appropriate quantities of basic products 
to meet the people's needs for the maintenance and repair of housing will 
be ensured. 


Concerning agricultural tools, instruments, and equipment, the available 
goods stock ensures supplies through specialized network that sells these 
products both in towns and villages. 


The following quantities will be sold in the second and third quarter of 
1985: 505,000 scythes; 370,000 sickles; 480,000 pitchforks; 1,170,000 hoes 
and spades, as well as a greater quantity of horseshoe nails, barbed wire, 
and so forth. 
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Concerning medicines, steps have been taken to provide the products required, 
particularly those of great importance for ensuring the people's health. 








Fourth quarter Quarters I-III 
1984 1985 
Medicines thou lei 800 2,68 


Special attention will be paid to medicines required especially during the 
cold season such as aspirin; piramidon, paracetamol, rinofug [Romanian- 
manufactured medicines for colds] and so forth. 


Steps have to be taken to ensure a judicious regional allocation of the 
proper quantity and range of pharmaceutical products. 


ITI. To Fully Inplement Program Provisions, the Following Measures Will 
be Taken: 


--The Council of Ministers will see to it that the ministries and people's 
councils fulfill the tasks for the production and delivery to the market 
stocks of all agricultural, food, and industrial products envisaged in 

the program on regional self-management and self-supply and will exercise 
permanent control over the activity carried out by central and local bodies 
to implement their tasks; 


--The Ministry of Agriculture and Food Industry, the Central Union of 
Production, Procurement, and Sales Cooperatives, and the people's councils 
are to act to fully and smoothly ensure deliveries to the state stocks by 
each county, with a view to setting up the central state supply and meeting 
their own consumption requirements. 


Likewise, firm action will be taken to increase the contracting and 
procurement of agricultural produce and foodstuffs from people's private 
farms; 


-~<The Ministry of Domestic Trade, the Ministry of Tourism, the Central 
Union of Production, Procurement, and Sales Cooperatives, and the people's 
councils will take further steps to develop agricultural production 

in the plots belonging to public catering units and collective consumption 
socioeconomic enterprises; 


-~-The Ministry of Domestic Trade together with ministries in charge of 
production, the State Planning Committee, centraltrade bodies, and people's 
councils will take steps to ensure proper supplies of agricultural and 

food products and consumer goods and to judiciously distribute and 
administer the entire commodity stocks by regions and by trade outlets. 

The quantities delivered will be allocated according to population structure, 
by paying particular attention to ensure good supplies to workers’ centers, 
mining, oil, and forestry areas, and the large worksites; 
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--The Ministry of Agriculture and Food Industry and the Ministry of Domestic 
Trade together with the people's councils will take steps to ensile the 
established quantities of potatoes, vegetables, and fruit on schedule and 
to properly sort out and preserve these products; 


--The Ministry of Agriculture and Food Industry together’ with the Ministry 
of Domestic Trade will provide from the state stocks the necessary 
quantities of meat, meat products, milk, milk products, and eggs for 
supplying miners, dockworke:s, the personnel of vessels, and the working 
personnel in the large worksites, mining areas, tourist units on the sea 
shore, and spas; 


--The Ministry of Agriculture and Food Industry will secure--within the 
approved balance--a permanent stock of a minimum of 2,000 tons of meat 
for the workers of Bucharest Municipality and 100 tons each for the Jiu 
Valley and the coal area of Gorj County; 


--In order to improve the supplying of the people with vegetables, fruit, 
and potatoes, the Ministry of Agriculture and Food Industry will ensure 
direct transportation of crops from the field to markets and trade outlets, 
strict control over the sorting, storage, and delivery of products, a 
greater number of sales outlets, and a more rational use of existing 
facilities; 


--The Ministry of Foreign Trade and the people's councils will take measures 
to better organize trade in markets, fairs, and other sales outlets, by 
strictly applying the decree on the sale of agricultural products by 

private producers, observing maximum market prices, and ensuring quality 
products and hygiene standards; 


--The Ministry of Transportation and Telecommunications together with the 
Ministry of Domestic Trade and the Ministry of Anriculture and Food Industry 
will take steps to ensure efficient transporting of agricultura., food, 

and industrial produce, by eliminating all losses and deterioration; 


--The Ministry of Domestic Trade, the Ministry of Tovrism, the Central 
Union of Production, Procurement, and Sales Cooperatives, and the people's 
councils will take steps to exemplarily organize trade and public catering 
on the sea shore and in spas, in accordance with the special program to be 
drafted for the holiday season; 


--The Ministry of Domestic Trade and the Central Union of Production, 
Procurement, and Sales Cooperatives will further work to ensure proper 
supplies of industrial produce to trade outlets in towns and villages; 

in order to grant incentives to producers delivering agricultural and food 
products to the state stock, the cooperative units will ensure supplies 

of industrial products to them; 
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--The Ministry of Mines and the Ministry of the Wood Industry and Construc- 
tion Materials will take steps to fully deliver the quantities of coal 

and wood envisaged by the plan, vith a view to ensuring smooth supplies 

of fuel to the people; 


--The Ministry of Domestic Trade, the Central Union of Production, Procure- 
ment, and Sales Cooperatives, the ministries with rrade outlets, and the 
people's councils will take steps to ensure that the trade network 
personnel observe trade ruies and socialist ethics and equity norms in 
their relations with custoers; 


--The Executive Bureau of the Council of Coordinating and Guiding Consumer 
Supplies and Services, together with ministries in charge of production 
and commercial activities will examine, monthly, the implementation of 

the program provisioas and will take effective steps to ensure that 
consumer supplies proceed in accordance with the tasks established; 


--The Council wf Coordinating and Guiding Consumer Supplies and Services 
will permanently exan‘ne and check the way in which ministries in charge 
of deliveries to market stocks are fulfillirz plan provisions, and it will 
brief the Council of Ministers on the main problems concerning public 
supplies. 


The fulfillment of the provisions of the self-manzgement and sel f-administra- 
tion program for ensuring the proper supplying of the people with agricul- 
tural and food products and industrial consumer goods will contribute to 
implemerting the policy of the party and the recommendations and guidelines 
of Comvadu Secretary General Nicolae Ceausescu on further increasing the 
living standard and quality of life of all our people. 


CSO: 2700/74 
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YUGOSLAVIA 


NATIONAL BANK OFFICIAL COMMENTS ON MONETARY POLICY 
Belgrade EKONOMSKA POLITIKA in Serbo-Croatian 19 Now 84 pp 11-12 


[Interview with Prof Tihomir Jovanovski, vice president of the National 
Bank of Yugoslavia: “Real Scope and Limitations”) 


[Text] The anti-inflation program provided for a gradual 
reduction in the rate of inflation, assuming the operation 
of a real interest rate that should be at least | percent 
higher than the rate of inflation. We spoke with Prof 
Tihomir Jovanovski, the vice president of the National 
Bank of Yugoslavia, about the extent to which credit- 
monetary policy is successfully achieving these and other 
goals and tasks. 


Jovanovek;.: “or objective reasons, credit-monetary policy vas quite 
restrictive from 1978 to 1983. It was necessary to overcome systematic 
sources of imbalances in the economy, as well as the negative influence of 
the world market, which created the growth crisis. In the second place, 

the external liquidity problems required improving our economy's balance 

of payments performance, including its foreign trade performance. and 

thic led to export production, along with preparetion for it, becoming an 
economic priority for Yvegoslavia (in view of the comparative advantages, 
agricultural production occupied a special place). In fact, a stabilization 
reversal was defined in our development strategy, so that part of the 
supply from the domestic market was redirected to foreign markets. In 
addition to this, import restrictions were also unavoidable. Under such 
conditions, it was necessary to take care to remove the domestic inflationary 
monctary imbalance, primarily by means of a restrictive credit-monetary 


pelicy. 


In this regard, one might think that credit-monetary policy, abruptly 
exacerbating the exchange rate, is to a certain extent an “accomplice” in 
the occurrence of the constantly accompanying phenomena of the economy's 
illiquidity and even the decline in the rate of economic growth. 
Nevertheless, I think that the economic stagnation occurred because other 
measures were absent in the remaining sectore of economic policy, and there 
were no profound structural changes in the economic and social syster. 
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EP: In the context of this year's credit-monetary policy, what projections 
and tasks are possible for 1985? 


Jovanovski: The goals and tasks of credit-monetary policy for this year 

and the next represent a certain reversal, but still within the stabilization 
framework. After the restrictive “shock” and the reduction in demand, 
economic growth and the supply of goods have begun to be stimulated on the 
basis of better utilization of the available resources, and export-oriented 
development has been meintaired (as confirmed by the data on the growth of 
industrial and agricultural production). Thus, the growth of the money 
supply this year will be more rapid -- 380 billion dinars, or 43 percent 
instead of 342 billion (38.5 percent). Bank deposits will also grow more 
rapidly — 688 billion (28.5 percent) instead of 647 billion (25.5 percent). 


The goals and tasks will not change in 1985. Thus, we are planning on 

an increase in the money supply of up to 42 percent relative to the situation 
on 31 December 1984, and in the same way, an increase in the net domestic 
assets of banks of up to 16.5 percent, not counting the effects of any 

change in the exchange rates for foreign currency. This will include a 
growth of up to 30.5 percent in dinar deposits. 


EP: What is your assessment of the state of the banks’ liquidity? 


Jovanovski: The situation has improved significantly in 1984, since the 
banks’ primary liquidity funds are continually growing. For example, in 
August, as you know, the banks had an average of 50.8 billion dinars, in 
September 63 billion, and in October, 66 billion dinars. But the problem 
is that the distribution of these funds is unfavorable, in terms of both 
regions and individual banks. This is indicated by the data that the banks 
used 17.5 billion from so-called secondary sources for liquidity, but the 
nonsettled payments based on credits coming due from the primary issue came 
to approximately the same amount (the total nonsettled obligations amounted 
to 40.5 billion). Also, the appearance of banks with a so-called “black 
balance" indicates the illiquidity of our banking system. But I think that 
the illiquidity of the economy and the banks is a manifestation of the 
economic crisis, and one should not entertain any illusions that it will 

be resolved before the real causes of economic instability are eliminated. 


Nevertheless, with respect to the banks, a contribution can also be made to 
an improvement in liquidity by more rapid circulation of the presently 
territorialized funds; this should be encouraged by the measures of credit- 
monetary policy, and even economic policy as a whole. In the second place, 
we must make illiquid banks more accountable, and for this purpose, we 
should modify the existing Law on the Banking and Credit System, which in 
practice is not yielding the expected results. In fact, it is necessary 

to make it possible for the National Bank of Yugoslavia, which under the 
constitution is responsible for maintaining external and internal liquidity, 
to initiate procedures for the rehabilitation of illiquid banks, if this is 
not done first by the authorities in the banks or in the republics and 
provinces. This would be followed by other measures under the jurisdiction 
of the National Bank (prescribing minimal liquidity rates, and so forth). 
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EP: How are the goals of the policy of real interest rates being achieved? 


Jovanovski: During the above-men*ioned credit-monetary "reversal," from 
1978 to 1983, the policy of real interest was imposed as a sine qua non 
condition for stabilizing the economy, as it is in any case viewed in the 
long-term program. A positive result is that due to this policy, there 
have been changes in the values of certain monetary aggregates. In this 
regard, the value of liquid money (the M-l and M-2 aggregates) is declining, 
and the value of term deposits, i.e. the M-3 (monetary volume) and M-4 
(monetary potential) aggregates, is increasing. An unfortunate consequence 
is that deposits by individuais are increasing because of the new interest 
rates, some of which are paid for »; the economy, however, which means that 
we have a process of desocialization of social capital. 


There are also other negative consequences. There is an excessive reliance 
by economic policy on real interest (and the dinar exchange rate), which, 
at a time when other stabilization measures are absent or being "launched" 
slowly (I am speaking of real amortization, the revaluation of funds, the 
unhampered appearance of extra income, etc.), can only intensify the 
economic crisis. In fact, when interest is an expenditure for financing 
the renewal of production, one is only pouring gasoline on the fire of 
inflation, and thus instability is the expected outcome. 


By increasing active interest, we want to reduce the demand for social 
capital. But when interest is shifted to prices, one should not expect a 
reduction in the demand for capital. I have had an opportunity to analyze 
some firms, and I do not see them refraining for incurring expensive debt 
at the banks. They are objectively for incurring expensive debt at the 
banks. They are objectively compelled to go into debt by inflation and 
the erosion of self-financing. 
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YUGOSLAVIA 


SERBIA BEGINS CHANGE IN LAWS FACILITATING PRIVATE ENTERPRISE 
Belgrade EKONOMSKA POLITIKA in Serbo-Croatian 19 Nov 84 p 16 
[Unsigned article: “Law for Clarifications"™] 


[Text] The Assembly of the Serbian Socialist Republic has adopted a draft 
law on the performance of economic activities by independent personal 
work with funds belonging to citizens, thus taking one more step in the 
normative and formal-legal regulation of small business activities, and 
moreover in the area in which there has been the most confusion and 
disagreement -- in the so-called private sector. To date, a similar law 
has been passed in Montenegro, a Turnover Law has been passed in Slovenia, 
and separate laws have been passed in Croatia on handicrafts, the hotel 
business, and the tourist industry. 


The law on personal work in Serbia combined the provisions on this subject 
that were previously contained in about 10 other legal regulations. Many 
provisions, however, were changed and expanded, in order to extend the 

room for activity in personal work and to eliminate administrative and other 
restrictions on the operation and development of this sector. 


Thus, there will probably be a halt soon in the complaints about the 
complicated procedure for obtaining permits for work and for opening 
private shops. In order to submit such a request, citizens will only have 
to submit to the proper opstina organ evidence concerning their state of 
health and school education, while the rest will be acquired within the 
opstina itself, in accordance with official responsibilities. The opstina 
organ of the administration is obliged to make a decision within a period 
of 30 days. After this, the potential performer of personal work is 
supposed to submit to the opstina evidence that he has business premises 
(if these are required for performing the activity) and that he is not 
employed. If all of these conditions are met, the opstina crgan of the 
administration must make a decision within 8 days about whether the 
independent shop or activity is to begin operation. If the opstina does 
not issue such a decision within the prescribed period, the citizen can 
still begin to work. All of these obligations for the responsible opstina 
officials are supported by corresponding penalty provisions. 
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The field of personal work has also been expanded to some extent. Thus, 

from now on, in addition to the usual activities, citizens will be able to 
open antique shops, design bureaus, nursery schools for small children, 
mini-electrical plants... Nevertheless, the opstina services and other 
social services have been left considerable room for evaluating and assessing 
the need for certain activities to be performed on a private basis in 

their area. The conditions for opening a shop have also been made stricter 
for some activities. Thus, for those performing hotel and trade work, the 
3rd degree of professional training is required, and for instance, for 
tourist guides and designers, the 4th. 


In order to reduce the area for so-called “gray,” illegal work, there has 
been an expansion of the provisions and possibilities for performing 
handicraft services as a secondary occupation. According to these 
provisions, employed workers can engage in certain handicraft services 
associated with the maintenance and repair of objects, products, and 
equipment, and in persona’ household services, as long as this is approved 
by the opstina and the work organization employing then. 


There has also been an increase in the possibility of employing workers 

in private shops -- to 10, instead of the previous limit of 5. Handicraft 
workers can combine to establish joint shops, and can associate to form 
handicraft cooperatives. 


Although the Law has established the possibilities for personal work on 

a considerably broader basis than before, there are also petty provisions, 
for example the one that the opstina organs determine the distribution, 
beginning, and end of the work day for independent work. 


When the law on personal work was being prepared in Serbia, it was said 
that the starting point was the social determinations from the documents 
of the 12th LCY Congress and the Starting Points for the long-term economic 
stabilization program, which brought small business up to date primarily 
as a structural and lasting requirement for overall future economic and 
social development. This law, however, has not resolved many difficulties 
that were indicated on this path of developing small business activities 
and particularly the private sector. Specifically, there is no regulation 
in these areas of the issues of socioeconomic relations, the conditions for 
business activity, development policy, tax and customs policy, and even the 
very socioeconomic position of the workers. 


The law did not even cover all of the activities that citizens perform by 
personal work in Yugoslavia, for example lawyers’ work, the activity of 
independent artists, and others. The explanation is that this law regulates 
the conditions for performing economic activities. Nevertheless, the law 
also deals with many activities that are not economic, just as it does 

not cover all the economic work done privately and with privately owned means 
of production. One of the most important is agriculture, of course. In 
agriculture, in fact, there are more and more activities that have the nature 
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of a small business, and for years now people have been talking about 
the need to define and regulate “small agriculture” work. The law on 
personal work was a real opportunity to do so. 


Contract organizations of associated labor were also left for separate 
legal regulation, although the 15 pages and almost 60 articles of the 

law regulate the association of those performing personal work into 
cooperatives, which in their social nature, economic structure, and forms 
of organization correspond in many respects to contract OURs [organizations 
of associated labor]. 


All in all, the greatest contribution of the law on person work in Serbia 
is that it clarifies and regulates many matters that previously were not 
clear to the appropriate opstinz services, so that many misunderstandings 
about the conditions nec. ssary for engaging in personal work indefinitely 
prolonged the procedure for obtaining a work permit. These, however, are 
only the initial and formal conditions for the development of small business 
in this sector. Unless the other problems are resolved in the near future 
in a similar and satisfying manner -- primarily the problems concerning 
the taxation of private shops and activities, the broader possibilities 
for importing and purchasing raw materials and semifinished products for 
their work, as well as the suspicious political treatment of private 
workers -- the desired development of small business will however not 

take place. 
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